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There’s No Business Like A&H 


surance man, I never cease to 
be amazed by the multitude of 
avenues open for marketing acci- 
dent and health insurance. The 
ideas are limited only by one’s im- 
agination, and few coverages can 
stimulate the -imagination as acci- 
dent and health does. 

The accident and health industry 
is always finding new and profit- 
able markets for its wares. I will 
give you several examples further 
on. For the time being I want to 
confine my remarks to what I be- 
lieve is today’s most pressing agency 
problem from the standpoint of a 
multiple line company. 

The problem is that some agents 


AS AN ACCIDENT and health in- 


By W. C. WOODYARD 





are still not interested in selling 
accident and health insurance. 
Why? Because they're afraid. 
They’re afraid to give it a try. They 
have a fear of cancellation. This 
is a foolish fear, but a very real 
one to them all the same. There is 
no need to fear cancellation with 
A & H any more than there is with 
other cancellable lines. In fact, in 
a recent survey of over 780,000 
cancellable policies, the Health In- 
surance Association of America re- 
ports that only one-half of one 
percent were canceled and only 
two-tenths of one percent were 
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canceled because of a physical con- 
dition. Surely no one can quarrel 
with such low, low, cancellable 


figures. 
PriMARY PURPOSE 


One must remember that the 
primary purpose of an insurance 
company is to sell policies—not to 
cancel them. In the relatively small 
minority of cases where cancellation 
is the only possible choice for an 
insurer, keep in mind that the client 
is not paying for a guaranteed re- 
newable or a non-cancellable con- 
tract. Such a contract would cost 
him at least 30 percent more than 
a cancellable policy. So, ordinarily, 
the client is not entitled to renewal 
of the policy unless a company 
desires to do so. And, as I have 


explained, cancellations measure 
up to only about one-half of one 
percent. 


Many multiple line agents do not 
take the time to learn how rela- 
tively simple A & H contracts are. 
If they would only look into the 
matter, they would soon see that 
the average accident and health 
policy is easier to read and under- 
stand than liability and fire cover- 
ages. If the agent will only take the 
short time necessary to understand 
disability coverages, I believe he 
will find this form of insurance to 
be a most profitable adjunct to his 
overall operations. 

Some agents may regard acci- 
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dent and health insurance with 
skepticism because they have been 
faced with disgruntled clients to 
whom they have not sold the prop- 
er amount of insurance in the first 
place. Naturally there may be client 
dissatisfaction if you sell a $6 daily 
room and board hospital policy 
while hospitals are charging in the 


neighborhood of $20. The dissatis- | 


faction will come when the client 
has a claim. All he is entitled to is 
$6 per day, and he has to foot the 
major share of expenses out of his 
pocket. 

In other words, we have to do 
our very best to make the coverage 
fit the client’s real needs. If we do 
that, we have nothing to fear. In 
fact, the accident and health busi- 
ness is no more “dangerous” than 
any other casualty line if it is as 
carefully and correctly handled 
from the field underwriting stand- 
point. 

Our primary obligation is to the 
client, so let’s consider why A & H 
is important to him. If you provide 
him with adequate insurance cov- 
erage, you assure yourself of a loyal 
and consistent client—one who con- 
tinues to place business with you. 
That means your commissions will 
continue to grow. Now, what are 
the client’s needs? The average 
client has only two sources of in- 
come—his earnings and return on 
investments. Most men depend en- 
tirely on earnings—not investments 
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—for their livelihood. Almost every- 
one owns something worth insuring 
~—an automobile, a house, personal 
effects, etc., which neither he nor 
you, as his insurance advisor, would 
think of neglecting to insure. 

Yet his most important asset—his 
ability to earn—he often neglects 
because his agent failed to advise 
him how important and essential 
this form of protection is. 

Why the neglect? I cannot un- 
derstand it. It has no logical ex- 
planation. For example, let’s con- 
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sider a client who has a building 
worth $200,000 on which he nets 
4 percent or $8,000 per year. You 
would not think of letting this 
building go uninsured for one hour. 
The risk would be too great. Yet a 
man earning a similar amount a 
year from a business or profession 
has a more important asset—his 
ability to continue to earn year 
after year. Don't let this asset 
“catch on fire,” because it should be 
vour responsibility to see that it is 
protected. It should be protected 
right now-—statistics prove the fal- 
lacy of going uninsured. 

It has been determined that there 
are 115 accidents to each fire and 
five sicknesses to each accident. 
Therefore, for every chance that 
your client will have a fire, there 
are 575 chances that he will be 
disabled by an accident or sickness. 
How can anyone risk being under- 
insured. Or worse yet, have no in- 
surance at all. 

Mr. Wage Earner is big business 
today. He supports a great many 
people. Whether he realizes it or 
not, he has many steady employees 
on the payroll—the grocer, the 
cleaner, the druggist, the doctor, 
the dentist, and yes, even the gov- 


Mr. Woodyard is superintendent of the accident and health department of the 


Zurich-American Insurance Companies. 
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ernment. These are but a few that 
he must support week after week, 
month after month. 

You, as an insurance profession- 
alist, must see that the business 
man protects himself from hazards 
that could interrupt the flow of in- 
come and cause financial ruin to his 
business. If such coverage is im- 
portant to the business man, then 
why isn’t it more important to the 
family man—the wage earner—to 
protect him against sickness or ac- 
cident that could cause financial 
ruin and bankruptcy to his home. 


HarsH REALITY 


Statistics compiled from a na- 
tional magazine show, “The aver- 
age American family has no more 
than three months’ income in the 
bank.” When sickness or accident 
cuts off the flow of income, the man 
is just three months away from 
bankruptcy. He not only loses his 
hard-won savings, but, unless he 
can find some alternative, he must 
go into debt. If these facts seem 
harsh, let them. The reality of 
financial ruin to a man with a 
lengthy disability is a lot more 
harsh. And how can a man with 
such an outlook—and indeed, future 
—recuperate with any degree of 
success. 

I have heard it said that, when 
a man is in the recuperative period, 
he is usually only 25 percent sick 
and 75 percent worried. He is wor- 
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ried because his income ceases to 
exist. Unless such a man is properly 
insured for disability income, he 
has got to worry about financial 
matters. 

An interesting phrase keeps com 
ing to my mind. It reads like this; 
“One ordinary father can support 
four children, but it takes four ex 
traordinary children to support one 
father when he is disabled.” I dont 
believe I ever came across a truer 
statement. Each of us can look at 
any neighborhood and see a father 
who is disabled, whose children now 
work to help support the family. I 
does happen. I am certain that many 
of you may have experienced sucha 
situation—have had to support a 
mother or father or help support a 
mother-in-law or father-in-law. It 
does happen! 

If each of you will just stop and 
think about the many clients you 
now serve who would be in financial 
difficulty if a serious injury or il 
ness interrupted their income. If you 


would only think about them! Col-’ 


lectively, their numbers are legion. 
Don’t you believe that now is the 
the time to stop procrastinating and 
do something about it? 

Let’s consider why A & H insur- 
ance is important to you and your 
agency. A good A & H account is 
like having an annuity without in- 
vesting money. The only necessary 
requirements are time and your in- 
terest in selling this type of cover- 
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The employer can provide his “girl Friday” with AU-H against loss of income 


age. The commissions are good and 
consistent, and the business involves 
a minimum handling cost for your 
office. But I’m getting ahead of my- 
self. I want to tell you about a few 
| avenues of A & H merchandising— 
| avenues you may not have thought 
about. 

The small business man depends 
a great deal upon his “gal Friday.” 
She knows where everything is. She 


anticipates his business needs. She 
uses tact in handling the customers. 
She knows her job and does it well. 
And why not? Her job is her liveli- 
hood. And that is precisely where 
A & H steps into the picture. 

If an illness or an injury were to 
keep her off the job for any length 
of time, the business man would 
surely feel obliged to continue her 
salary. After all, he reasons, she is 
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a good and loyal worker. She is prac- 
tically his right arm. He doesn’t want 
to create financial hardship at a time 
like this. But there’s a limit to how 
generous he can be. A couple of 
weeks he can afford. A longer time 
of disability would eventually force 
him to discontinue her salary. Even 
the barrel of charity has a bottom. 


UnusuaL OUTLET 


The solution is for the business 
man to provide a long range salary 
continuance while the girl is still 
well and on the job. He does it with 
A & H insurance. He buys the girl 
an accident and sickness income pro- 
tection policy. This will take care of 
her if disability strikes. This relieves 
him of the far greater expense of 
keeping her on the payroll through 
months of disability. That’s just one 
example of an unusual outlet for 
A & H sales. Here’s another: 

Businessmen—owners and _ part- 
ners—are men with considerable re- 
sponsibility. They are employers. As 
such, they must pay to have their 
employees insured for injuries on 
the job. In other words, they provide 
Workmen’s Compensation. Work- 
men’s Compensation does a credit- 
able job for the employee—but it 
usually doesn’t insure the owners 
or partners of a business. As em- 
ployers—and not employees—these 
men of responsibility are NOT 
INSURED-—not even for a thin 


dime. 
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Once again, the solution lies with 
A & H insurance. A & H insurance is 
versatile as well as flexible. When 
there’s a need — A & H insurance 
strives to meet that need. Our com- 
panies have met the challenge by 
initiating an all new Employers Com- 
pensation Plan designed expressly 
for the employer—whether owner or 
partner. It provides accident coy- 
erage not only while on the job but 
all day long, 24 hours a day, both on 
and off the job. And it provides this 
coverage every day of the year. Here 
is the kind of accident protection 
that an employer both needs and de- 
serves. The coverage is tailor-writ- 
ten to meet the employer’s needs— 
realistically! It provides accident 
benefits for disability income, medi- 
cal expenses and accidental death. 

The coverage is written at the 
same time that the Workmen’s Com- 
pensation is written — actually two 
sales are made with one call. 

These are just two avenues for 
A & H merchandising—these are 
just two of the multitude of ideas 
for marketing A & H insurance. 
The avenues are limited only by 
one’s imagination. Use it! 

If each of you would devote only 
two hours a week exclusively to the 
sale of A & H, in five years you could 
establish an annuity that would pay 
you $10,000 a year. It is relatively 
simple to accomplish this goal. You 
should be able to sell at least $200 


of premium weekly and, allowing 
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for a normal number of lapses, you 
should have accumulated, at the end 
of five years, sufficient volume to 
pay you a commission income of ap- 
proximately $10,000 annually. What 
line of insurance do you now sell 
that has these possibilities? 

I know it takes work, and that 
cannot be avoided. But I can assure 
you that the work is most enjoyable 
and most satisfying when you de- 
liver a claim check and realize that 
it was your efforts that prevented a 
home from going bankrupt. 

It is becoming increasingly diff- 
cult for you to meet the competition 
in some of your lines; therefore, I 
strongly urge you to consider the 
possibilities afforded in the Accident 
and Sickness insurance market. Your 
present clients are waiting to be told 
and sold, and A & H is a refreshing 
type of insurance to be used in pros- 
pecting for new clients. It is refresh- 
ing because it is different and be- 
cause it interests the imagination of 


be 
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each individual. And what can be 
more satisfying to any agent than to 
sell something as creative—and with 
as much romance—as Accident and 
Health insurance. 

Contrary to what some multiple 
line agents believe, A & H insurance 
is no more “dangerous” than any 
other casualty coverage. You must 
know what you are selling, and you 
must be able to appraise the risk. If 
you are cautious in this respect—and 
obtain all the facts on each case— 
you have no need to be fearful. To 
prove my point, the complaints are 
no greater in this type of insurance 
than in any other. I would like to 
quote from a survey made by the 
Better Business Bureau: “The pro- 
portion of complaints on A & H in- 
surance is no higher than it is on 
Life insurance and is actually lewer 
than on Casualty and Surety.” 

And so I say to you, there’s no 
business like A & H business. Give 


it a try! 


There aren’t any hard-and-fast rules for get- 
ting ahead in the world—just hard ones. 


—The Indiana Agent 
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Safeguarding New Public Projects 


ANY years ago, Senator Smoot 

(Rep., Utah) opined “The 
cost of government will continue 
to increase, I care not which party 
is in power.” Some call this Smoot’s 
Law. Of course, the gentleman 
from Utah was talking about the 
cost of operating the Federal gov- 
ernment. Nevertheless, it is clear 
that this Law is also generally 
obeyed at all lower levels of gov- 
ernment. Any infractions are prob- 
ably entirely temporary. 

Increasing and shifting popula- 
tion, increasing industrialization, 
increasing demands on government 
services, increasing prices for ev- 
erything that goes into these serv- 
ices, all combine to drive govern- 
ment costs up. Even in non-boom 
intervals such costs show little or 
no overall shrinkage. 

Government units of all kinds 
have always been great spenders 
in relation to what the traffic would 
bear from generation to generation. 
Government units have always 
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been great borrowers, too. Noue of 
this has changed. This means that 
today there is a greater than ever 
volume of money coursing through 
the public treasuries. Barring ca- 
lamity, that will be true tomorrow 
and the day after. 

With all this public money on 
the move, in and out of the public 
treasuries, perhaps it behooves 
someone to give thought to how 
well it is being taken care of. 
There are signs that it is not always 
being taken care of as well as it 
might be. In fact, in the opinion 
of seasoned observers a lot of un- 
necessary chances are being taken 
in at least one critical phase of the 
process of handling this flood of 
money. This is the phase where the 
money is momentarily at rest in 
the care, custody and control of 
the treasurers “by whatever title 
known” of the governmental units 
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—102,279 of them, not counting 
the Federal government or the 
States—with the adequacy of the 
bonds on these treasurers a matter 
of serious question. 

In the belief that conditions are 
ripe for a reappraisal of this ques- 
tion of public officer bonding in 
general and the special impact of 
tidal waves of local government 
borrowing in particular, the Surety 
Association of America recently re- 
leased the latest title in its long 
list of public service publications— 
“Public Bond Issues for New Proj- 
ects—Surety Safeguards,” wherein 
are cited an array of facts and fig- 
ures on the magnitude of local gov- 
ernment borrowing, the various 
types of loans, the purposes to 
which they are put, and the instru- 
mentalities through which loans are 
negotiated and public construction 
prosecuted. The functions of the 
corporate surety bond in safeguard- 
ing these funds also are stressed. 

The cited facts are arresting and 
the fact that vast sums of public 
money are going into public works 
of great variety needs only the 
most casual look about for con- 
frmation. The government plant 
shows new sprouts and branches 
in profusion. That borrowed money 
figures heavily in all this is easily 


THE AUTHOR: 
Mr. Sachse is assistant secretary and superintendent of the public official bond 
department of the United States Fidelity and Guaranty Company. 


understood in light of the common 
knowledge that it has never been 
general governmental policy to lay 
up savings for public works. Ex- 
cept for the smallest jobs, practi- 
cally all public construction is car- 
ried forward on loan funds. 

The figures cited are large and 
that too is readily understood. Like 
individuals and businesses, govern- 
ments are affected by rising costs. 
An additional figure or two may 
illuminate the point. Education at 
the elementary and secondary ‘evels 
in public schools is one of the 
liveliest topics of discussion right 
now. It was warming up quite a 
bit even before “Why Johnny Can't 
Read.” Sputnik brought it to full 
boil. But all that is on the cur- 
ricular side. Along with this a 
revolution in school building has 
been going on and still goes on, 
as school systems consolidate, en- 
large and undergo many adminis- 
trative changes in adapting to 
population shifts and increases. 

In fifteen years, from 1942 to 
1957, the number of public school 
districts dropped from 108,579 to 
50,446 while the school enrollment 
was rocketing to a record 31 mil- 
lion plus. Indicative of what this 
means in terms of borrowed money, 
most of it for building, there were 
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2,865 separate school purpose bond 
issues to the aggregate of $2.3 
billion in 1957 alone. Looking 
ahead, Dr. Ray Hamon of United 
States Office of Education sees a 
continuing need for 55,000 new 
classrooms annually for some time 
to come, from which the conclusion 
may be drawn that school purpose 
loans, like the educational system 
in general, are not nearing a state 
of repose. On the contrary, invest- 
ment bankers, forecasting the 
whole municipal bond category for 
1958, expect flotations to hit $7 
billion. The point here is that the 
borrowing prospect represents not 
a falling wave, but one rising and 
rising as far as the mind’s eye 
can see. 

It may thus be taken that rising 
budgets and substantial loan funds 
figure to be in the picture for years 
to come, causing the administrative 
problems of government to become 
more complex. The weight of 
money focusing on the individual 
treasurer rises. The weight of man- 
agerial responsibility on governing 
bodies rises. 

Certainly, it is fair to place con- 
sideration of the safety of the 
money held by the treasurer among 
the responsibilities of management. 
Another of those responsibilities is 
to see that value is received for 
money spent. Again, to see that 
the ordinary functions of their 


fraction of the realm are carried 
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out with reasonable efficiency. And 
in the special and perhaps occa- 
sional instance of a major piece of 
construction, to see to its planning, 
financing, contracting, and ulti- 
mately its successful operation. 

A major piece of construction is 
seldom lightly undertaken. In the 
usual case, such an improvement 
comes along only after the need 
for it has become a matter of pub- 
lic clamor. That means a sizable 
segment of the electorate is looking 
forward to the use of the facility 
and perchance will be somewhat 
miffed if the job is bungled so that 
delay occurs in its availability. De- 
spite the cynical view that “Vox 
Populi, Vox Humbug” responsible 
public management normally has 
little stomach for events calculated 
to arouse substantial public criti- 
cism. All the more reason to won- 
der that so often management 


exposes itself to one or another, or | 


both, of two hazards, either of 
which could cause desolation of 
the public purse, lead to serious 
delay in a building program and 
provoke such criticism. 

The first hazard in point of time 
arises from failure to require, of 
the treasurer, surety bond coverage 
commensurate with the amount of 
money he is holding. 

The second arises from failure to 
require, of the contractor engaged 
to perform the work, surety bond 
coverage guaranteeing that he will 
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deliver the desired finished product 
free and clear. 

Elaboration of the case for con- 
tract bonding, in those areas where 
such bonding is ignored in favor 
of playing the sucker’s game of 
calculated risk, is another’s dish of 
tea for another day. For the pres- 
ent, adequate treasurer bonding is 
trouble enough. 

It is necessary to stress “ade- 
quate” because an unbonded treas- 
urer is practically unheard of in 
any area of government. It has 
been official policy to bond treas- 
urers, and for that matter a great 
many other public officers, since 
long before corporate suretyship 
was born. Perhaps because the 
official policy is old it is a little 
tired and taken for granted, and 
executed in perfunctory fashion. 
The fact that the policy is im- 
bedded in constitutions, statutes 
and the like may foster the notion 
that there is no room or need for 
the exercise of initiative, independ- 
ent judgment or active interest in 
making it a lively and responsive 
instrument in the management of 
modern public affairs. Whatever 
the reason or excuse, it takes pre- 
cious little research to find in- 
stances where official bond penal- 
ties have shown no response to 
changing conditions over spans of 
twenty years or longer. 

Where this is the fate of regular 
or qualifying bonds, small wonder 
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it so seldom crosses the minds of 
public management to weigh the 
desirability of special bonds to 
cover the acute bulge of exposure 
created by an influx of borrowed 
money. This strange mental cramp 
seems to create a situation which 
should commend itself to general 
public interest and in this “Surety 
Safeguards” can be a useful im- 
plement. 

The public interest is double- 
edged. Delay or collapse of the 
project means loss of use of the 
project. It also means that one way 
or another the public is going to 
pay twice for the one product, 
assuming it was sorely needed in 
the first place and will have to be 
produced, willy nilly. This shows 
a difference between calculated 
risk in the management of public 
affairs and the same practice in 
private enterprise. The owners or 
stockholders in private enterprise 
can quit, cut their losses. Tax- 
payers can’t quit. It is but one of 
many differences between govern- 
ment and business. 

Another of some importance in 
the present connection was alluded 
to in passing a moment ago. It is 
the degree to which bonding in 
this field is controlled and regu- 
lated by law. For the benefit of 
those having only a _ nodding 
acquaintance with official bonding 
let the record show that it is to 
some degree sticky with technical- 








ities. Therefore, the temper of the 
legal climate affecting any given 
bonding situation should have con- 
sideration by those qualified to 
pass on questions bound to arise. 
The need of proceeding with some 
deliberation is not a fatal handicap 
to enterprise, once the desire to 
get on with the job is aroused. 

Technical considerations are es- 
pecially important in connection 
with basic or qualifying bonds. It 
may well eventuate that out of a 
new look at the safeguarding of 
loan proceeds there will come a 
new look at the bond coverage 
on ordinary funds. Since statu- 
tory qualifying bonds take in a 
lot of territory beyond indemnify- 
ing losses caused by the personal 
dishonesty of the officers individ- 
ually bound by them any rectifica- 
tions of an unbalanced penalty to 
exposure ratio calls for careful han- 
dling, with timing probably the 
most important consideration. It is 
rarely wise to monkey with such 
bonds mid-term. 

However, to lift the gloom a 
little, a great many treasurers start 


rs 
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new terms in the course of a year 
or two. The spadework necessary 
to prepare the way for having new 
thoughts entertained by public 
management will scarcely be com- 
pleted overnight. If a new view- 
point is consistently applied to new 
bonds as they come up in natural 
course and execution of the official 
policy mentioned before is thereby 
delivered from the status of mere 
ritual the desired end can be 
achieved without the disruption 
which must flow from impatience. 
These somewhat doleful cautions 
seem appropriate here, addressed 
to producers, just as they would 
be a little out of place in “Surety 
Safeguards,” addressed to a wider 
audience. 

It is hoped that the producers 
will assist in seeing to it that the 
pamphlet reaches the minds of 
leaders of public opinion outside 
our industry as well as inside it, 
in order that the yeast may begin 
to work. It is then up to the agency 
forces to “Pat it, and prick it, and 
mark it with B . . .” but, of course, 
you know the rest of that. 


The item entitled New Automobile Coverage, page 47, under 
“Industry Trends” for March in THe CasuvaLty AND SURETY 
Journa is amended for clarification. “The majority of services of 
this type are not considered insurance in most states. These services 


are generally referred to as warranties.” 
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or equipment breakdown for any cause is the 
basic purpose of the use and occupancy coverage 
under the boiler and machinery policy and, here, 
the author examines the differences in forms 


@ Protection from loss of earnings due to plant 








Earnings Loss Can Be Prevented! 


HETHER YOU CALL it Use and 

Occupancy, Business Inter- 
ruption or by some other name, the 
basic idea is the same: Insurance 
protection that pays the policyhold- 
er for dollars he is prevented from 
earning because his business opera- 
tions have been slowed down or 
brought to a halt by some kind of 
damage to the plant or equipment 
he uses to earn the expenses of doing 
business and to produce a profit. 

As far as this loss of earnings is 
concerned, it matters little to the 
policyholder whether the interrup- 
tion is caused by a fire, an explosion, 
windstorm, machinery breakdown or 
any other kind of unanticipated oc- 
currence. What is important to him 
is the amount of his daily loss; the 
length of time it is expected to run; 
the steps that can be taken to mini- 
mize the amount of daily loss and 
shorten the length of the shutdown 
and above all, whether he has insur- 
ance to reimburse him for his loss 
of earnings. These questions are per- 








By A. G. JETER 





tinent regardless of the peril or haz- 
ard that brought about the business 
stoppage. 

Thus Use and Occupancy can be 
considered a common denominator 
of various types of insurance that 
may be carried by a business organ- 
ization. 

Because the loss of earnings may 
be the same regardless of the origin 
of the shutdown, the purposes and 
aims of Use and Occupancy cover- 
age in the boiler and machinery line 
are parallel to those of other forms 
of insurance. 

The coverage seeks to indemnify 
the assured for the three basic items 
of loss: (1) loss of profits (2) ex- 
penses which necessarily continue 
but are not earned and (3) extra 
éxpenses incurred in order to mini- 
mize the business interruption. There 
are variations on this theme, such as 
the inclusion of ordinary payroll, 
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but the three kinds of loss mentioned 
are basic and form the fundamental 
purpose of U & O coverage in all 
lines. 


Major DirFERENCES 


Nevertheless, there are numerous 
differences between U & O coverage 
as written under a boiler and ma- 
chinery policy and the same cover- 
age as written under the other forms 
of insurance. The principal differ- 
ences concern treatment of limits, 
methods of rating, and selection of 
forms for the measurement of losses. 
That these differences exist can be 
explained, at least partly, by the 
fact that a U & O loss under a boiler 
and machinery contract may arise 
from any one of many hazards of 
varying importance to the produc- 
tion processes in a plant. A boiler 
explosion, compressor breakdown 
and a motor burnout present entirely 
different exposures to U & O loss. 
Furthermore, the failure of a com- 
pressor, for example, may cause se- 
rious impairment of business in one 
plant but have only a minor effect 
in another. 

Thus considerable underwriting 
flexibility is needed to provide proper 
coverage and in this article we shall 
discuss some of the features of U & O 
in the boiler and machinery line 
which make it possible to fit the cov- 
erage and premiums to the expo- 
sures as found in individual plants. 

In some lines of insurance, busi- 


May 


ness interruption coverage is written 
at amounts sufficient to cover the 
loss of earnings that would result 
from a total shutdown of business 
operations over a long period. This 
approach is, of course, proper if we 
are considering protection of earn- 
ings against the hazard of fire, for 
example. If a fire breaks out the 
probabilities are that it will be 
brought under control and the re- 
sulting business interruption will be 
of short duration, nevertheless, the 
possibility of total destruction by 
fire always exists and thus the U & O 
limit must be sufficient to cover the 
long term shutdown required for 
reconstruction of the plant. 

In like manner, some hazards cov- 
ered under a boiler and machinery 
policy present the possibility of max- 
imum destruction of property and a 
long term shutdown. Objects such as 
boilers, some pressure vessels, steam 
turbines and other equipment in 
which large amounts of energy in 
the form of pressure or centrifugal 
force are stored can explode and 
level buildings and destroy equip- 
ment vital to the continuity of pro- 
duction. They can produce catas- 
trophe-sized losses both as respects 
property damage and business inter- 
ruption. Thus the U & O limits for 
such objects should always be ade- 
quate to cover a long period of busi- 
ness stoppage even though the 
majority of failures experienced with 
such equipment will involve lesser 
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damage and shorter periods of inter- 
ruption. 

On the other hand, the possibility 
of catastrophe loss does not exist in 
some types of objects that can be 
insured under a boiler and machinery 
policy. With some motors, gener- 
ators and switchboards, for example, 
it can be safely assumed that the 
damage from an accident will not 
be widespread. Therefore, if the 
equipment is not of unusual design 
or unusual size, it can be anticipated 
that repair or replacement as a result 
of the most serious accident can be 
effected in a relatively short time. 
In such cases, there is no need to 
provide limits for a long term shut- 
down. So the underwriting rules for 
boiler and machinery U & O permit 
placing different U & O limits on 
different classes of objects within 
the same U & O contract. 

Carrying this a step further, we 
may find that an assured needs cov- 
erage to protect him against property 
damage losses and to obtain inspec- 
tion service on certain kinds of 
equipment, but the exposure to busi- 
ness interruption from failure of 
these objects is very small or prac- 
tically non-existent. Such objects 
may be insured for direct damage 
only even though other objects in 
the same policy are insured for U & O. 

Selection of the limits to be ap- 
plied for U & O coverages under a 
boiler and machinery policy will, of 
course, have a bearing on the pre- 


EARNINGS LOSS CAN BE PREVENTED! 
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mium charge and, therefore, a care- 
ful study of the exposures is needed 
in order to apply the premium dol- 
lars where they will count most. In 
order to accomplish this, a survey of 
the plant operations should be made 
by someone experienced in recog- 
nizing the hazards and the degree 
and length of business interruption 
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that can be anticipated from the fail- 
ure of any particular piece of equip- 
ment that is to be insured. No rule 
of thumb can be used for determin- 
ing these exposures. To illustrate, 
let us assume that U & O coverage 
is needed on electric motors by two 
entirely different plants and that in 
each plant there are electric motors 
of ordinary design and in the size 
range from 25 hp to 100 hp. By rule 
of thumb, we might say that if a 
motor is totally destroyed in an acci- 
dent, it could be easily replaced 
within a period of not exceeding 50 
days and therefore a limit equiva- 
lent to 50 times the daily U & O 
value of the plant would be a proper 
selection. However, a survey of the 
plants might uncover the fact that 
in one plant a key motor would com- 
pletely shut down operations where- 
as, in the next, the most important 
motor would not affect production 
more than 10%. Obviously, in the 
latter case, the limit of U & O loss 
for motors could be safely written 
at a much lower figure than in the 
former case. 

Thus a thorough survey is needed 
to permit selection of limits and the 
questions in the following list are 
representative of the type of infor- 
mation to be sought: 

1. Is the object subject to ex- 
plosion which might cause a prop- 
erty damage loss of catastrophe 
proportions? 

2. If a catastrophe loss is not 





possible, is there a chance that a 
severe accident to the object will 
cause damage to nearby equip- 
ment or machines more important 
to plant operations than the ob- 
ject itself? 

3. What percent of plant pro- 
duction processes will be affected 
by loss of use of the object or of 
other equipment which it might 
damage? 

4. What length of time will 
be required to repair or replace 
equipment which might be dam- 
aged in a severe accident to the 
object? 

5. Does the assured have spare 
equipment which could replace 
the functions of the insured object 
in the event of its failure? 

6. What are the possibilities 
of renting substitute equipment 
during the period of repairs? 

7. Can the functions of the 
object be supplied by outside 
sources, such as the purchase of 
electricity from public utilities or 
steam from adjacent plants? 

8. If certain plant processes are 
interrupted by an accident, can 
these processes be carried out in 
other plants owned by the assured 
or “farmed out” to others during 
the period of restoration? 
Answers to such questions will 

provide a basis for selecting ade- 
quate but not excessive limits of 
loss for U & O for each class of in- 
sured equipment and will furnish 
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The possibility of catastrophe loss does not exist... 


generators and switchboards . . . 


information needed for selection of 
the proper form of coverage, as well. 

In addition to permitting various 
limits of loss for U & O within one 
contract, the boiler and machinery 
line also offers a number of different 
forms and rating methods which per- 
mit selection of coverage and rates 
suited to the policyholder’s type of 


with some motors, 


under a boiler and machinery policy 


operations and exposures. The forms 
can be divided into two categories: 
Valued and Actual “Loss Sustained. 

The Valued Forms are popular 
and have the advantages of simplicity 
in the settlement of losses and 
not requiring reports of the assured’s 
earnings. In a line where busi- 
ness interruptions of short duration 
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are frequent, these advantages are 
worthy of consideration. * (See foot- 
note. ) 

The key to the valued forms is a 
figure called the “Daily Indemnity.” 
This is an amount selected by the 
assured when the coverage is pur- 
chased. It represents the maximum 
amount that will be paid for any one 
day. Thus the valued form contains 
two types of limits: a limit on the 
amount payable for any one day and 
a total limit for any one loss. 

As previously explained, separate 
limits as respects total loss can be 
provided for different classes of 
equipment insured in the same con- 
tract. However, in the basic valued 
form contract the same Daily In- 
demnity limit applies to all objects 
and represents the payment the as- 
sured will receive for each day his 
plant is totally shut down. But if a 
partial shutdown occurs a part of 
the Daily Indemnity is paid in pro- 
portion to the percent of business 
affected. 

Under this form there is no need 
to examine the assured’s records as 
respects profits and continuing ex- 


penses in order to adjust the loss. If 
a Daily Indemnity of $5,000 has 
been purchased the assured is paid 
that amount for each day that pro- 
duction is totally prevented; if the 
output of finished goods is reduced 
25% he receives 25% of $5,000, or 
$1250. In other words, loss adjust- 
ments are simplified by proceeding 
under the assumption that the loss 
of earnings will vary directly in pro- 
portion to the reduction in output of 
finished goods. 

A refinement of the valued form, 
known as “Valued Ratio U & O” has 
recently been made available. This 
form is identical to the form just 
discussed except that different Daily 
Indemnities can be placed on differ- 
ent classes of objects within one con- 
tract. This permits underwriting 
closer to actual exposure of objects 
whose failure cannot be expected to 
produce a total stoppage of opera- 
tions. 

Operation of this form can be 
illustrated by assuming that a policy- 
holder needs $5,000 to cover his 
loss of earnings for each day of 
total shutdown. He should then buy 


*The Valued, or Per Diem, form was the first form used for U & O 
insurance in the United States. However, it is no longer in general use by 
most lines of insurance, having been replaced by Actual Loss Sustained 


ive to 





forms which are resp 


1, or other, fluctuations in the assured’s 


earnings. Nevertheless, the Valued form is still used to good advantage in 
the boiler and machinery line and the objection to its inflexibility can be 
at least partially overcome by providing for variations in the Daily Indem- 
nity during different periods of the year for businesses subject to seasonal 


fluctuations. 
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$5,000 Daily Indemnity on his boil- 
ers if an explosion would stop all 
operations. But if he also buys 
U &O on motors, and estimates that 
failure of the most important motor 
in the plant could not cause more 
than 50% reduction in output, he 
can buy $2500 Daily Indemnity on 
motors under the Valued Ratio form 
at considerable premium savings. 
He does, however, take the calcu- 
lated risk that two or more motor 
failures affecting production at the 
same time might cause more than 
50% shutdown. 

Another valued form offered in 
the boiler and machinery line is the 
“Prevention of Occupancy” form. 
This is used for businesses in which 
the loss of earnings cannot be con- 
veniently measured in terms of out- 
put of finished goods, sales or rents. 
It is designed for businesses such as 
banks, churches, office buildings, 
schools, etc. Under this form a Daily 
Indemnity is paid for complete pre- 
vention of occupancy of the build- 
ings or, if the assured is prevented 
from occuping only a portion of the 
building as a result of an accident, 
a proportionate part of the Daily In- 
demnity is paid. 

As previously stated, U & O under 
the boiler and machinery line is also 
provided on Actual Loss Sustained 
forms. As respects measurement of 
losses, these forms are similar to 
U & O coverage in most other lines 
of insurance in that the assured’s 
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actual dollars and cents loss of earn- 
ings is determined from his books 
and he is paid accordingly within 
the policy limitations. However, in 
other respects Actual Loss Sustained 
under boiler and machinery differs 
from other lines. 

A non-reporting form is available 
which has a daily limitation feature 
similar to that incorporated in the 
valued forms. In other words, the 
assured’s loss of profits and the con- 
tinuing fixed charges not earned are 
determined from his books and this 
amount is paid for each day that 
business is affected, provided how- 
ever that the amount of loss paid 
for any one day cannot exceed the 
Daily Indemnity stated in the policy. 
No reports of values are required at 
inception of the policy or during the 
term. But in the case of a loss ad- 
justment reports are necessary in 
order to determine whether coinsur- 
ance requirements have been met. 
As with the valued ratio form, vari- 
ations in the Limit of Loss and Daily 
Indemnity for various classes of ob- 
jects can be applied according to 
the exposures thus permitting em- 
ployment of the premium dollars to 
best advantage for the policyholder. 

At this point it should be noted 
that in spite of the variations be- 
tween the forms discussed thus far, 
they all have one feature in com- 
mon: Each one contains a limitation 
on the amount that will be paid for 
loss during any one day. It should 
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also be noted that the forms pro- 
gress, in the order discussed, toward 
greater refinement in the measure- 
ment of loss and toward greater re- 
finement in tailoring the coverage 
and premium to fit the exposures of 
the risk. However, each added re- 
finement introduces added compli- 
cations such as requiring better 
judgment of exposures, more accu- 
rate proof of loss, and reports of 
earnings. 


No LimiIraTION 


The greatest degree of refinement 
is found in the Actual Loss Sustained 
form without daily limitation. Un- 
der this form, the assured is required 
to report his U & O values at the 
inception of the policy and at 
each anniversary date; but can col- 
lect any amount of loss profits and 
continuing expenses not earned as 
proved by his records, and up to the 
limit of loss. There is no other limi- 
tation upon the amount of loss pay- 
able in any one day. 

By means of the annual reports 
of U & O values required under this 
form it is possible to reflect the ac- 
tual U & O value of the risk in the 
premium retrospectively. Provision 
is made for return premium for over- 
insurance, if any, as shown by the 
annual reports. Waiver of coinsur- 
ance is also available under certain 
conditions and when this is incorpo- 
rated in the contract the premium is 
adjusted annually for overinsurance, 





or, if the report shows that insur- 
ance-to-value has not been main- 
tained, the assured is required to 
pay the additional premium neces- 
sary to bring the coverage in line 
with values. 

An important point of difference 
between the Actual Loss Sustained 
form without daily limitation and 
the forms previcusly discussed lies 
in the matter of setting the price 
for the coverage. Through a survey 
of the plant, the insurance company 
representative estimates the percent- 
age of business that will be affected 
by an accident to each class of equip- 
ment to be insured for this cover- 
age. The premiums charged are then 
based on his estimate of the hazards 
and exposures. In other words, there 
is provision for flexibility in rating 
to reflect the exposures of the risk in 
the premium. 

Mention should be made here of 
deductible insurance available under 
boiler and machinery U & O. De- 
ductibles are usually purchased by 
assureds who wish to be partly self- 
insured to obtain the considerable 
premium saving that results and to 
avoid filing claims for small losses 
which they can easily absorb. 

The most common method of pro- 
viding deductible insurance under 
boiler and machinery U & O is to 
apply what is known as “Delayed 
Midnight” coverage. This simply 
means that the Company’s liability 
for payment of U & O loss will not 
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commence until some specified Mid- 
night (first, second, third, etc.) fol- 
lowing an accident and the assured 
will assume the U & O loss prior to 
the specified midnight. 

The real value of U & O is, of 
course, best demonstrated by loss 
payments received by policyhold- 
ers. The allotted space for this ar- 
ticle does not permit detailed dis- 
cussion of losses, but in the following 
table some pertinent facts concern- 
ing a few recent losses have been 
listed. Although losses involving 
hundreds of thousands of dollars 
could be cited, we have chosen sam- 
ples of run-of-the-mill cases repre- 
sentative of loss experience in plants 
of average size. 

The U & O value of the plants 
shown in this table range from $150 
per day up to about $40,000 per day. 
As shown in the third column many 
of the accidents caused less than 
100% reduction of plant operations. 
And as indicated in the fifth column 
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various forms of U & O coverage ap- 
plied to the losses involved. The key 
to this column is as follows: A indi- 
cates Valued U & O applies; B— 
Valued Ratio; C—Actual Loss Sus- 
tained with daily limitation; D—Ac- 
tual Loss Sustained without daily 
limitation. 


While on the subject of losses, 
attention should be called to the 
inspection service that is an integ- 
ral part of boiler and machinery 
insurance. Its primary function is 
to prevent accidents and conse- 
quent interruptions of business. But 
not all accidents are preventable 
and when they occur the engineer- 
ing resources of the insurance car- 
rier are available to help the as- 
sured restore operations to normal 
as quickly as possible. Wide experi- 
ence in ways and means of ex- 
pediting repairs of damaged power 
equipment make this service inval- 
uable, and many policyholders con- 





Kind of Kind of % Busi Days Busi Form of uso 
Business Object Reduced Affected Coverage Loss 

Meat Packing Compressor 33% 5 A $ 5,500. 
Box Mfg. Boiler 100% 5 D 25,216. 
Canning Turbine 10% 62 D 17,102. 
Chemicals Boiler 33% 3 B 38,853. 
Glass Mfg. Compressor 4% 6 C 8,487. 
Wood Prod. Boiler 60% 3 A 4,072. 
Metals Switchboard 50% 3 A 14,920. 
Leather Blower 100% 21 B 3,150. 
Saw Mill Steam Engine 50% 26 A 27,806. 
Paper Mill Boiler 100% D 10,105. 
Glass Plant Motor 66% 8 D 18,489. 
Rendering Boiler 50% 25 A 6,250. 
Paper Mill Drier Roll 8% 10 D 35,834. 











22 THE CASUALTY AND SURETY JOURNAL 


sider the inspection equally as im- 
portant as the insurance protection. 

It is not possible to make general 
statements regarding the best 
choice of U & O form to use be- 
cause, as previously indicated, only 
a thorough survey of the plant will 
bring out the information concern- 
ing exposures and needs of the as- 
sured for this kind of insurance. 
The selection of form for any risk 
will also be governed by the size 
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of the risk, the degree of accuracy 
in measurement of losses desired, 
the policyholder’s ability to file re- 
ports and to provide proof of loss. 
Comparison of premium costs of 
the various forms can also be made 
only after a survey of the exposures. 
It is important that such a survey 
be made so that the form best 
suited to the need can be selected 
and the assured’s premium dollars 
can be employed to best advantage. 
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“The Pee Wees traded me to the Midgets for a catcher’s mitt!” 
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@ Control of a risk’s costs, directly or indirectly, 
by the proper use and understanding of company 
engineering functions and services can be a com- 
petitive advantage and potent sales weapon to 
producers alert to the assistance available to them 





An Agent’s Ally in Production 


HE CASUALTY INSURANCE en- 

gineer can deliver real and ef- 
fective assistance to producers in 
soliciting new business. 

Often the functions and services 
performed by an engineer are in- 
strumental in a risk’s decision to 
place its insurance with the agent 
for the engineer's company. 

This is because casualty engi- 
neering, if expertly planned and 
applied to the specific requirements 
and operating problems of a risk, 
can have the net effect of putting 
money back in an insured’s pocket 
through lower insurance costs 
brought about by improved loss 
experience. And any risk is going 
to look favorably on an agent whose 
company gives a service that tends 
to reduce insurance costs. 

In every commercial ‘or indus- 
trial enterprise, accidents mean hu- 
man suffering, waste of money and 
materials, damaged equipment and 
stock, disrupted production and 
distribution schedules. They all 


23 





By ARTHUR A. HANSEN 





raise costs, directly or indirectly. 

The job of the casualty insurance 

engineer is, quite simply, to work 
with management to prevent and 
control accidents. Because acci- 
dents bear so heavily on costs and 
efficiency, the engineer is in effect 
exerting a salutary influence on the 
risk’s overall operations and the 
costs of performing those opera- 
tions. 
Today, more than ever, the en- 
gineer is needed to lend his special- 
ized assistance to accident prob- 
lems. New technology, new pro- 
cedures, new methods, new ma- 
terials—they all pose new accident 
possibilities which must be defined 
and controlled. 

To make full use of his com- 
pany’s engineering facilities in cap- 
turing new business, the producer 
must do his part in selling the 
prospective risk on the value of 














engineering service in terms of 
hard dollars saved, either in low- 
ered insurance premiums or re- 
duced operating costs, or both. 

First, of course, the producer 
must have full familiarity with the 
facility and be convinced that it is 
a genuine, concrete aid to his 
clients, and not just another nebu- 
lous service factor. 

Secondly, he must recognize that 
a capable casualty insurance engi- 
neer has a far better grasp and 
knowledge of accident control than 
anyone in the average insurance 
buyer's organization. And, finally, 
the producer should understand 
that accidents can be controlled, 
and not necessarily at a large out- 
lay of money, or even time and 
effort. 


Two Points 


Armed with this understanding 
of the true function of casualty 
insurance engineering, the pro- 
ducer has two selling points to 
present to prospects: (a) that his 
company possesses means capable 
of helping the prospective client 
reduce insurance costs and at the 
same time exert a beneficial influ- 
ence on operating costs; and (b) 
that any program of accident con- 
trol which the insurer might rec- 
ommend probably can be put into 
effect without any great expendi- 
ture of money, time and effort. 
Abundant cases in point exist to 
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demonstrate that skilled engineer- 
ing reduces accidents and improves 
operating procedures. 

For 13 years a gypsum-handling 
concern was troubled by break- 
downs in a motor that drove a 
conveyor carrying the stone into 
the plant. Periodically, gypsum 
dust wafted into the motor and 
clogged its parts, and once a month 
the motor had to be stopped while 
a man with a shovel cleared away 
the accumulation of stone dust. 

What drew the engineer’s atten- 
tion to this operation was an acci- 
dental injury suffered by the 
shoveler. The engineer proposed 
that the motor be moved from its 
position below the conveyor belt, 
where the gypsum dust fell on it, 
to a spot above the belt. Thus re- 
located, the motor functions effi- 
ciently and no longer requires a 
monthly cleanup. 

In another plant, a workman 
suffered a severe injury when he 
fell as he mounted a ladder to shut 
off an overhead steam valve. In 
their investigation, the engineer 
and plant management went be- 
yond the accident to examine the 
valve-closing operation itself. Con- 
sequently, the ladder was eliminat- 
ed and a chain was installed on the 
valve, enabling the worker to shut 
it off from the floor. An accident 
cause thus was eliminated; an op- 
eration improved. 

It took three men to handle one 
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sheet of metal plate, stocked flat. 
Why not stock the plates in a 
vertical position? the engineer sug- 
gested. The concern did this, and 
now one man pulls out the plate 
with grippers. Aside from eliminat- 
ing repetition of five handling ac- 
cidents, the new method saves two 
men’s time. 

It is unnecessary for the pro- 
ducer to have an expert’s knowl- 
edge of accident control. But it is 
essential that he have complete 
confidence in his company’s ability 
to provide clients with a worth- 
while service. For without this con- 
fidence, it’s doubtful that he will 
be able to sell clients and pros- 
pects on the worth of the service. 

Although casualty companies do 
not maintain staffs of engineers 
specifically to help agents solicit 
business, many carriers do make 
their men available as selling aides, 
realizing that this function ties in 
with the normal loss-control and 
risk study and improvement duties 
of engineering personnel. Such as- 
sistance often is best rendered at 
the time the engineer visits the 
prospective risk to gather essential 
underwriting information. 

Let’s take a hypothetical situa- 
tion to see the part the engineer 
can play in helping the agent write 
new business. Let’s say an agent 
has an entree to the insurance 
buyer of a risk that should develop 
about $30,000 in premium. While 
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the risk is now insured in a sound, 
well-managed company, and the 
carrier-insured relationship is fa- 
vorable, the producer knows the 
loss 2xperience leaves something to 
be desired and that, as a result, 
premiums have been pushed up 
somewhat by slightly debited rates. 

Believing that alert engineering 
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may well produce results benefit- 
ing both the insured and the in- 
surer, the agent gets in touch with 
the insurance buyer of the firm 
and says, in effect, “You're dealing 
with good folks. They are not over- 
charging you, considering the 
losses you have had, and actually 
I don’t know off-hand whether or 
not I can provide you with the 
same coverage at less cost.” 


Repuce Losses 


Going on, he might say, “After 
all, the premiums you pay depend 
pretty much on the losses you have 
had. Unless something is done to 
reduce those losses, you can’t ex- 
pect to realize any substantial sav- 
ings in your insurance costs. Frank- 
ly, I want you to give me an op- 
portunity to see if my company can 
provide you with some help that 
will reduce your loss possibilities 
and thereby produce savings in 
your future insurance premiums. 

“I am also interested in deter- 
mining whether or not this help 
might have some worthwhile effect 
on your overall operations. When 
can I arrange to bring my com- 
pany’s engineer to see you so that 
arrangements can be made for him 
to undertake a complete study of 
your operations and meet some of 
your executives?” 

Our hypothetical agent might 
then explain: “I am fortunate in 
having a man who devotes all his 
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time to helping various -oncerns 
such as yours to eliminate accident- 
producing conditions. He will at- 
tempt to determine the conditions 
which may have been, or are, re- 
sponsible for accidents in your op- 
erations. We will then be prepared 
to provide suggestions as to what 
can be done by your organization, 
and what we can do to help, if we 
are favored with your business.” 

Having successfully paved the 
way for the engineer to step in, 
the agent then lets his company 
know he has the prospect and 
gives the company the information 
it needs. Next, he brings in the en- 
gineer to look over the risk, gather 
the necessary underwriting data, 
and develop constructive loss-con- 
trol suggestions fitted to the par- 
ticular needs of the risk. 

Now the engineer arrives on the 
scene, accompanied by the agent. 
By all means the producer person- 
ally should introduce the engineer 
to the risk’s insurance buyer and, 
if possible, also arrange for the 
engineer to meet some of the com- 
pany’s operating officials, enabling 
him to make the right impression 
and to get the necessary facts from 
the most authoritative sources 
available. 

Chances are the engineer will 
have come up with some good 
ideas as a result of his talks with 
executives and staff members of 
the prospective risk, his review of 























Accidents mean human suffering, waste of money, disrupted schedules... 


the concern’s accident record and 
a careful survey of its operations. 
Yet these ideas are without much 
value unless and until they are 
presented effectively to the pros- 
pect. 

On the assumption that the en- 
gineer’s investigation indicates the 
risk is acceptable to his company, 
he now puts in writing the results 
of his study, setting up the report 


so as to emphasize the losses the 
prospect has had, the existence of 
any potential loss-producing con- 
ditions, reasons for the occurrence 
and possible recurrence of losses, 
and recommendations for prevent- 
ing or controlling them. 

The report would include, of 
course, just what the engineer and 
carrier would do in an effort to 
control loss-causing conditions. 
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Then the producer himself pre- 
sents the report to the prospect, 
giving it a final sales flourish. 

In other ways, too, an insurance 
producer can use his casualty com- 
pany’s engineer to good advantage 
in the solicitation of new accounts. 
Merely having the engineer accom- 
pany him on solicitations can be 
helpful, demonstrating as it does 
to the prospect that the agent has 
confidence in his company’s ability 
to provide effective accident-con- 
trol service. It gives the prospect 
an opportunity to hear first-hand 
from the expert himself just what 
he and his company can do to help 
the risk. 


SUBSTANTIAL AID 


One agent, for example, was 
successful in obtaining three out 
of four accounts through this 
means. And they were substantial 
accounts, each developing between 
$10,000 to $20,000 in annual pre- 
mium volume. 

Here’s what happened: The en- 
gineer and the assistant branch 
manager of the casualty carrier met 
with agency personnel to describe 
the company’s engineering facili- 
ties and how they could function 
to the benefit of both the insured 
and the agent. The agent was im- 
pressed. He made contact with 
the four accounts and, with each, 
arranged for the insurance buyer 
to meet with him, the engineer and 


the assistant branch manager. As 
a result, the agent converted three 
of the prospects to clients—a good 
batting average in any league! 

There’s another angle worth con- 
sidering—the risk which, because 
of a poor loss record, is having a 
hard time finding a carrier for its 
insurance. Despite the poor ex- 
perience, it’s often possible that a 
risk can be made profitable to the 
agency and company if a com- 
plete understanding can be reached 
before the insurer agrees to pro- 
vide coverage. 

Here again the engineer is an 
important production ally to the 
agent. It is he who determines why 
the risk has had such unfavorable 
experience, and who ascertains 
whether efficacious loss-prevention 
machinery can be set in motion to 
improve the accident record and 
make it advantageous for the com- 
pany to take on the risk. 

The casualty engineer not only 
can extend key assistance to agents 
in the acquisition of new accounts, 
but he can also be instrumental 
in helping to nail down existing 
business on the agent’s books. 

An agent in the midwest re- 
cently was faced with the possible 
loss of a desirable piece of busi- 
ness, developing a five-figure an- 
nual premium, because the present 
carrier was not giving the insured 
the engineering attention it needed. 

Dissatisfaction with the insurer 
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and its service raised the prospect 
that the account might move to 
some other agency. So the agent 
lost no time in calling in another 
of his companies, with the willing- 
ness, know-how and facilities to 
provide engineering on the risk. 
Seeing what the second carrier 
was prepared to offer in engineer- 
ing benefits, the risk quickly shifted 
insurers, and the agency now has 
tighter-than-ever control of the ac- 
count. 

The insurance buyer should be 
concerned not only with the price 
of his insurance coverage, but also 
with the value of the service ac- 
companying it. For the net cost 
of that insurance is measured in 
terms of total premiums less the 
dollar value of service. 

Engineering service is often a 
compelling cost factor. For ex- 
ample, one of our agents recently 
presented a check for $12,900, as 
return premium, to a Hartford risk 
at a meeting of the insured’s super- 
visory personnel. Passing the check 
around to his supervisors, the man- 
agement official pointed out to 
them that the firm’s net profit for 
the year had been only $11,000, 
and that it had actually made 
more money through safe opera- 
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tions than it had in direct profit 
on the business. 

Clearly, capital stock casualty 
engineering, which can draw upon 
the full resources of the accident 
prevention department of the As- 
sociation of Casualty and Surety 
Companies, can pay off—and well— 
for an insured. That being so, the 
agent should use it to maximum 
advantage as a sales tool in solic- 
iting those risks whose size and 
class justifies engineering assistance 
from the carrier, driving home to 
clients and prospects the realization 
that 

—the casualty engineer has 
the ability, experience and know- 
how to attack a risk’s accident- 
control problems; 

—measures can be taken to 
control accidents; 

—accidents have a direct bear- 
ing on the insured’s operating 
costs. 

Producers fully cognizant of the 
functions and benefits of engineer- 
ing service are better equipped to 
sell such service and, by taking 
advantage of the usefulness of the 
engineer as a partner in production, 
to acquire new accounts and re- 
tain those already on the books. 


“It’s not the job I enjoy,” said the taxi driver, “it’s the people I run into.” 





—The Mississippi Agent 
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Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, New York 38. 





P-29. “Safety In Road Construction 
Operations”—An introduction to the 
accident prevention problems in road 
construction work. Discusses the need 
for an effective educational program. 
Contains a two-page chart listing 
materials available through member 
companies concerning the more im- 
portant hazards encountered in road 
construction operations. 6 pp. 3%” x 8%”. 
Free in limited quantities. 


’ Pe, 
1-6. “Your Guide To Safety As A 
Theatre Employee”—Complete revi- 
sion of the earlier publication, in- 
cluding complete new artwork. Basic 
safety rules for protecting employees 
and the public. Deals with all com- 
mon hazards encountered in theatre 
operation, 28 pp., 3%” x 5%”. $3.70 
per 100 copies. 


,¢vf 
I-21. “Your Guide To Safety As A 
Laundry Employee” — Covers safe 
practices in receiving rooms, main- 


tenance and storage operations and 
other typical laundry processes. Deals 
with machinery hazards and elevator 
operations, and includes special rules 
for driver salesmen and dry-cleaning 
workers. 20 pp., 3%” x 5%”. $2.00 per 
100 copies. 


7. 
I-29. “Your Guide To Safety In The 
Plumbing, Heating and Ventilating 
Trades” — Handy safe-practice rules 
for mechanics in the use of tools and 
other equipment, ladders, scaffolds, 
walkways, in the storage and hand- 
ling of materials, and when working 
in tanks and trenches. 20 pp., 3%” x 
5%”. $2.75 per 100 copies. 


7 7 7 

I-26. “Your Guide to Safety In Steel 
Erection Work”’—Safe practices for 
steel workers, with special sections 
on derricks, cranes and travelers, hoist 
operations, riveting, welding and cut- 
ting, scaffolds, temporary floors, cables, 
slings and hooks, pneumatic and elec- 
trical tools, and protection against 
poisonous fumes. Illustrated knots and 
hitches. 28 pp., 3%” x 5%”. $3.25 per 
100 copies. 


ee ee 
1-30. “Your Guide To The Safe Care 
And Use Of Fiber Ropes”—A concise 
guide for anyone whose safety de- 
pends on the use of ropes. Includes 
charts showing safe-work loads and 
breaking strengths of different types 
and sizes of ropes, block sizes and 
common knots and hitches. 15 pp., 
3%” x 5%”. $1.50 per 100 copies. 


47 
1-33. “Your Guide To Safety in Wood- 
working Shops”—A comprehensive 
outline of rules for the safe use of 
most types of woodworking machines, 
with sections on good housekeeping, 
hand tools, ventilation, and fire ex- 
plosion and health hazards. 36 pp., 
3%” x 5%”. $3.25 per 100 copies. 
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Liability of Repair Shop—A man called at an auto repair shop to pick up 
an axle which his employee had left there a week before to be repaired. 
He was directed toward the rear of the shop where he found that the repair 
had been completed. He picked up the axle and took several steps toward 
a side door, when he slipped on a grease spot, sustaining an injury to his 
back. In his suit against the repair shop owner, the latter claimed that the 
injured man was guilty of contributory negligence in not observing the 
grease spot and avoiding it, but the jury returned a $25,000 verdict in favor 
of the plaintiff. The judgment was affirmed on appeal. (Asplund v. Pavlik 
(Illinois 1953) 117 N.E. 2d. 408.) 

a a 
Liability of Chemical Plant—A husband and wife sued a chemical manu- 
facturing plant for injuries sustained when they drove their car through a 
smog bank outside of the plant. The smog, which they believed to be rela- 
tively harmless, was in fact principally composed of sulphur dioxide and 
sulphuric acid vapor. The wife claimed that as a result of exposure to the 
smog her dormant cancer of the larynx was “lighted up” or aggravated, 
resulting in the subsequent removal of the larynx, and the husband claimed 
the exposure aggravated his heart condition. The jury returned a verdict for 
$25,000 for the wife and $5,000 for the husband. The judgment was affirmed 
on appeal. (Hagy v. Allied Chemical & Dye Corporation (California 1953) 
265 P. 2d. 86.) 

ae 
Licbility of Merchant—A girl was blinded when she was struck in the eye 
by a BB shot from a rifle in the possession of a boy under 7 years of age. 
The girl’s father brought suit against, among others, the merchant who sold 
the gun to the boy’s parents, claiming that the merchant was negligent in 
that he knew that the gun was to be used by the boy who was inexperienced 
and unfit to use it. The merchant moved to dismiss the complaint as against 
him, on the ground that his sale of the gun to the parents had no connection 
with the girl’s injury. The appellate court, however, held that the father’s 
contention stated a good cause of action and ordered the case to proceed to 
trial. (Semeniuk y, Chentis (Illinois 1954) 117 N.E. 2d. 883.) 
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FIRE 

More than 10,600 lives were lost in fires in 1957 and prop- 
erty damage and destruction totaled more than $1,023,000,000. 
Monthly losses in 1958 show a slight decrease from the record 
high of 1957 but exceed 1956. 


Over $1,000,000 damage was estimated loss to this plane assembly plant in Oklahoma 
City, which was of undetermined origin. 





A state of emergency was declared when this truck spilled a load of deadly cyanide pell 
near a Thamesville, Ontario railroad crossing. Driver unhurt. 


TRUCK 
Although 8,400 trucks were involved in fatal accidents in 


1956, the accident rate for this type of carrier has shown a 
marked decline in two decades. 1933-34: 5.7 per 100,000 
miles to 1.63 for 1955-56, 
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Copyright 1958 Cartoons-of-the-Month 
“I plan to travel with the money I get for this expedition. Aside from 
this trip, 've never been west of Hoboken, New Jersey.” 
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developed and produced an insurance information 
(panel-type) television series so flexible in format that 
it can be easily adapted by state and local agents 
groups (and obtained as explained below) for pro- 
duction as a public service feature over the television 
station in their own territory. 





A Local TV Series for Agents 


MERICAN families watch tele. 
vision an average of five and 
one-half hours daily. 

This absorbed fascination with 
the home television screen has a 
special relevance now, through a 
recent experience of the Associa- 
tion of Casualty and Surety Com- 
panies, for every capital stock in- 
surance agent. 

On May 2, 1957, the premiere 
show of an insurance information 
television series made its debut 
over WTMJ-TV in Milwaukee. It 
was produced by the cooperation 
of the Association of Casualty and 
Surety Companies, the Milwaukee 
Association of Insurance Agents 
and the Western Underwriters 
Association. 

There was an immediate re- 
sponse. It was so enthusiastic, and 
the cooperation between the groups 
concerned proved so_ successful, 
that a review of the program’s ex- 
perience and its techniques can be 
usefully applied by other agents’ 





By CHANDLER C. JORDAN 





groups. 

The germ of the television insur- 
ance program idea is due to the 
alertness of Milwaukee agents. 
Contrary to general impression, 
Milwaukee is famous for three 
things: THE BRAVEs—and beer ‘and 
Beulah. 

As almost anyone in Wisconsin 
can tell you (after all, a trapper 
near Minong, Wis., had never heard 
of the Braves!) , “Beulah” refers to 
the awards-winning conductor of 
“The Woman's World” over 
WTMJ-TV, Beulah Donohue. 

The spark of the idea came to 
George Nicoud, manager of the 
Milwaukee Association of Insurance 
Agents. He wondered why insur- 
ance agents shouldn’t appear on 
this popular weekday afternoon 
program after seeing representa- 
tives of both the legal and medical 


professions appear briefly on panel- 
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type shows with Miss Donohue. 
Approaching her with the idea, 
Mr. Nicoud was asked the ques- 
tion: Was there sufficient material 
regarding insurance of general in- 
terest to the public? If so, Miss 
Donohue’s second question was: 
Can the material be prepared in an 
interesting and attractive form? 


STAFF ASSISTANCE 


To find the answers to these 
questions, the problem was tossed 
on the desk of the Association’s 
Midwestern Public Relations direc- 
tor, Charles C. Clarke, in Chicago. 
He got the go-ahead from the Asso- 
ciation’s head office in New York 


to proceed. 
With this approval, “Bud” Clarke 
moved ahead. He remembered 


Walt Disney’s observation as being 
appropriate: 
“People like to be informed, 
especially if they are being en- 
tertained at the same time.” 
Thus was born “The John Happy 
Family,” mother, father and son. 
In amusing cartoon style, the mul- 
tiple hazards and disasters of a 
family preparing to leave for, and 
while on, a vacation were sketched. 

The preliminary concept of the 
program was a series of 15-minute 
panel-type shows, the number de- 
pending on material available. The 
format, as visualized, had the 
Happy Family being introduced by 
Miss Donohue. As John, Mary and 
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Jimmy left on vacation and en- 
countered the various hazards com- 
mon to a vacationing family, the 
moderator was to ask probing ques- 
tions regarding the insurance cov- 
erages and extent of protection 
required for the disasters met. The 
panel of agents would then proceed 
to informally discuss the type of 
protection necessary. 

It sounds simple and, as pro- 
duced, it looked natural. But be- 
tween the two points of the pro- 
gram’s conception and production, 
there was an amazing amount of 
hard work by everyone concerned. 

After soliciting and obtaining the 
participation of the Western Un- 
derwriters Association in this ven- 
ture, “Bud” Clarke moved fast. He 
drafted a program outline, prepared 
rough sketches of artwork and then 
sat down for a series of planning 
sessions with Nicoud and other 
agents in Milwaukee. The subse- 
quent success of the program stems 
from the action taken at this point. 

After approval of the rough art 
sketches and suggested program 
outlines, thorough attention and 
careful consideration were given to 
such details as: 

e range of discussion topics. 

e selection of qualified agents 


for panel. 

@ preparation of questions for 
moderator. 

© assignment of specific topics 


to agents. 
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e research on assigned topics by 

agents. 

e study of program outlines by 

agents. 

Note particularly the important 
responsibility of the agents for the 
successful execution of these de- 
tails. First, care (and diplomacy) 
were exercised in selecting articu- 
late, conscientious and knowledge- 
able agents. Second, they all pitched 
in for a thorough review and re- 
search of the discussion topics. 
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Finally, the project was “wrapped 
up” in professional dress by the 
invaluable contributions of “Bud” 
Clarke. Such touches as props—fire 
marks and historical photographs 
—and artwork rendered in modern, 
attractive style plus packaging of 
the entire series to have a begin- 
ning, a middle and an end. 

The nation’s first public educa- 
tional insurance television program 
was launched on Milwaukee's 
WTMJ-TV on May 2, 1957. The 
State Insurance Commissioner and 
the president of the Milwaukee 
Association of Insurance Agents 
were guests of Miss Donohue. After 
introduction of the Happy Family 
(slide 1), the panel guests briefly 
traced the history and growth of 
insurance from the Chinese mer- 
chants who devised a method of 
spreading the risk of cargo losses 
(slide 2) through the origin of fire 
insurance in London to a discussion 
of the birth and growth of the 
supervisory system of insurance by 
the state of Wisconsin. Also, the 
informality of the session was high- 
lighted by the display of old fire 
marks and historical photographs 
of the London Fire and antique 
fire equipment. 


Mr. Jordan is associate editor of THE CASUALTY AND SURETY JOURNAL. He joined 
the Association in 1952 and assumed his present position a year later. He has been 


active in public relations, publicity and newspaper fields since 1929. 
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The television program series ma- 
terial consists of a set of thirty-three 
35mm. slide transparencies and 
six 15-minute script outlines which 
list the suggested slide, commentary 
and questions. Slides are in style 
of spots accompanying this article. 

A brief portion of a script out- 
line, drafted as a guide for the 
third program, will illustrate the 
technique used in preparing the 
television series material. The in- 
tent was a discussion of Fire and 
Comprehensive Personal Liability 
by two panelists in answering the 
questions as posed (by the se- 
quence of slides) by the moder- 
ator, Miss Donohue. As an example, 
the scene of a postman (slide 5, 
and others not shown here) falling 
over a skate on the Happy Family's 
sidewalk suggested these questions: 

1. What is the significance of 
this slide in our insurance dis- 
cussion series? Can John Happy 
be held responsible for the post- 
man tripping over the skate? 

2. What kind of insurance 
would protect him in an acci- 
dent of this type? 


Introducing (1) the John Happy 
Family, fated to encounter an in- 
credible number of disasters, and 
whose adventures provide natural 
topics for insurance protection. A 
lead-in (2) to insurance origins. 
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8. Is this form of insurance 
very expensive? 

4. If Jimmy or his mother 
tripped over the skate and fell, 
injuring themselves, would they 
be covered under this type of 
policy? 

5. Does this policy cover any 
other than personal injury? 

The audio version of this portion 
of this program (from a transcript) 
went out to the approximately 575,- 
000 Milwaukee television area 
homes as: 


(MISS DONOHUE): Now we're going 
to meet the Happy Family that we 
met several weeks ago for the first 
time. One day when little Jimmy was 
outside playing, the postman—carrying 
all sorts of mail—came along. He 
tripped, slipped and rolled on Jimmy’s 
roller skate and he was hurt. Now, 
how do you think the Happy Family 
felt about that . . . and what can 
you do, what is going to happen 
to them? Well, for the answer to 
that, suppose we go and talk to our 
two experts who are right here wait- 
ing for us and ready to answer all 
our questions. Bob Cope over here 


Fire and comprehensive personal 
liability coverage, in its many facets 
of protection for the homeowner, 
were informally discussed as were 
automobile bodily injury, physical 
damage, medical payments. 
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and Ted Schmidt. It’s awfully good 
to see you. That’s a very sad picture 
I just showed, and it’s the sort of 
thing every parent worries about. 
Well, Ted, what happens if someone 
is hurt on your property. Really hurt 
badly. 


(mp. scHMipT): If you have a com- 
prehensive .personal liability policy 
most of those things would be cov- 
ered. You saw the postman fall, and 
whatever his injuries were, would 
be covered up to the maximum 
amount of the policy. 


(MISS DONOHUE): That’s a pretty clear 
thing, I think. You realize that it was 
your fault; the roller skate was out 
there, you didn’t put it there, the 
child did but, anyway, it was on your 
property. What if the postman just 
trips over a little unevenness in the 
grass, are you still liable? 


(mr. scHmipt): You are still re- 
sponsible. 


(miss DONOHUE): And anybody that’s 
hurt on your property is recompensed 
if you have comprehensive personal 
liability. Well, now what happens if 
Mrs. Happy came outside and tripped 
on the roller skate? 


The set of slide transparencies 
depicting the Happy Family vaca- 
tion trip included experiences lead- 
ing to panel discussions of theft, 
the uninsured motorist coverage and 
the homeowners’ policies . . . 
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(mm. COPE): The policy wouldn’t cover 
in that case because the policy speci- 
fically excludes members of the house- 
hold. It would only cover those people 
that weren’t ordinarily members of 
the household. 


(Miss DONOHUE): How did they ever 
happen to get this type of thing start- 
ed? What’s the origin of this— 


In like fashion, automobile bod- 
ily injury, physical damage, medi- 
cal payments, uninsured motorist 
endorsement, theft, extended cov- 
erage and homeowners policy pro- 
tection were discussed by the two 
panelists (different guests—mem- 
bers of the Milwaukee Association 
of Insurance Agents—on each show) 
as stimulated by the Happy Family 
experiences depicted on slides. A 
representative sampling of these 
slides accompanies this article. The 
programs, beginning May 2, were 
presented alternate Thursdays, con- 
cluding in August. 

The final, and sixth program, 
had “Bud” Clarke appearing to 
explain some of the public service 
activities of the insurance industry. 


Shown on this and preceding 
pages is but a sampling of the 
thirty-three slide transparencies con- 
stituting the basic set of materials 
(accompanied by program outlines) 
for the television series. 


A LOCAL TV SERIES FOR AGENTS 
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He described the role of the Asso- 
ciation of Casualty and Surety 
Companies in accident prevention 
and education, and the services of 
the Underwriters Laboratories and 
the National Safety Council. As 
the program, and series, neared 
its conclusion, Mr. Gordon Gile, 
vice president of the Milwaukee 
Association of Insurance Agents, 
stepped forward. In a brief cere- 
mony he presented a plaque, upon 
which was mounted a fire mark, 
and a citation to Robert S. Heiss 
of WTMJ-TV and Miss Donohue. 
The citation reads: 

“This Firemark is awarded to 
the first television station in the 
nation, WTMJ-TV, and The 
Woman’s World—Beulah Dono- 
hue, to program an educational, 
public service television series 
on Property and Casualty In- 
surance. This series was present- 
ed during 1957 in cooperation 
with the Milwaukee Association 
of Insurance Agents, Western 
Underwriters Association and the 
Association of Casualty and 
Surety Companies.” 

The response by viewers was 
gratifying. An unusually large num- 
ber of queries regarding insurance 
were received by the station (re- 
ferred to the agents’ group for 
reply); agents reported new busi- 
ness gains; press accounts in Mil- 
waukee and Madison reported the 
event and were favorable to the 
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insurance business, and there was 
a definite sense of accomplishment 
in the creation of intangible value 
—public good will and service. 

Subsequently, a display of pro- 
gram materials at the annual con- 
vention of the National Association 
of Insurance Agents in Chicago 
aroused so much interest that it 
was decided to duplicate the se- 
ries’ materials (slides and script 
outlines) for distribution to the 
public relations field offices of the 
Association. 


OKLAHOMA PROGRAMS 


To date, the Southwestern Pub- 
lic Relations Division office has 
produced two series in Ada and 
Lawton, Oklahoma. In this in- 
stance, a modification of the basic 
material was adopted. The public 
service time available in both cases 
was for one-half hour shows and 
the script outlines were re-worked 
to this length. 

Next, Lloyd Palmer, public re- 
lations branch director, prepared 
complete written scripts (hidden 
behind nameplates) for referral 
by the panelists, rather than for 
reading. Three different panelists 
participated on each of the five 
shows and, in both cities, the In- 
surance Commissioner of Oklahoma 
appeared on the first show in com- 
pany with the president of the 
local board. 

In Milwaukee, a large newspaper 
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Miss Beulah Donohue, moderater of “The Woman’s World,” receiving plaque 
and citation from Gordon Gile (center), vice president of Milwaukee Assn. 
of Insurance Agents, as Robert S. Heiss of WT MJ-TV (right) and Charles 
C. Clarke, Association’s midwestern public relations director watch. 


advertisement was published pre- 
ceding each show under the spon- 
sorship of the agents’ group. In 
addition, reprints of the ads were 
furnished members for direct mail 
distribution. In Oklahoma, there 
were newspaper ads and, ako, 
radio and television spot announce- 
ments, the latter donated by the 
respective stations. Thus, the cost 
to the agents amounted cnly to 


the paid advertising for promotion 
purposes. Arrangements for simi- 
lar series productions are now un- 
derway in all areas. 

The Association, in preparing 
an insurance information television 
series, has provided agents’ groups 
with a public relations tool that 
can be most usefully employed in 
nearly every region in the country. 
Television, which burst upon the 








public consciousness only ten years 
ago, has become a communications 
giant since 1948, as witness: 
Irem. 83% of all American 
homes have television sets. 
Irem. Nine out of ten Ameri- 
can homes are within range of 

a television station (through 

community antenna systems in 

remote areas). 

The basic materials—slides and 
program outlines—are available up- 
on request by State and local agent 
associations on a loan basis and 
without charge. However, the num- 
ber of these sets are limited and 


es 
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it may not be possible to fulfill 
all requests when and as desired. 
All queries and requests for this 
material should be directed to: 
Manager, Public Relations Depart- 
ment, Association of Casualty and 
Surety Companies, 60 John Street, 
New York 38, New York. 

The format of a panel show, 
of local origination, is recognized 
by television industry leaders as 
of the greatest appeal and interest 
to the public. The Happy Family se- 
ries meets this criterion admirably. 

Agents, here is a public service 
project for your community! 
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“Sooner or later, I knew some loafer would sneak a TV set in there!” 
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@ The insurance industry has ever been the 


could move forward with new products, new 


developments, new ideas—this author states—as 


financial means by which an aggressive economy ne ws = 
. . — , 
? = aa => eo 4 


he explains product liability and the major ex- 


ceptions to its coverage. 


Product Liability Insurance 


HE LIABILITY OF sellers for in- 
juries caused to person or prop- 
erty by the things sold has been the 
subject of countless text books and 
articles, as well as the basis of many 
lawsuits. In this subject is reflected 
the effects of economic and social 
developments on our law. 
Commencing with the celebrated 
case of Winterbottom v. Wright, 152 
Eng. Rep. 402, (1842), through the 
present day, there has been an evo- 
lution of the liability imposed upon 
manufacturers and sellers. In the 
Winterbottom case, an English case 
decided in 1842, a coachman was 
injured as a result of a defective 
wheel. The court held, in effect, that 
there was no privity of contract be- 
tween the coachman and the manu- 
facturer, and that the only wise pro- 
cedure was to “confine the right to 
recover to those who enter into the 
contract.” 
While the general rule was thus 
established by the Winterbottom 
case, continued exceptions to it ap- 
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peared over the years until in 1903, 
Justice Sanborn wrote the opinion 
in the case of Huset v. J. I. Case 
Thrashing Machine Co., 120 F. 865, 
in which he stated that, “As is usually 
the case, exceptions to it (the gen- 
eral rule established by Winterbot- 
tom) as well defined and subtle as 
the rule itself,” now exist. 

“There are three exceptions to 
this rule. The first is that an act of 
negligence of a manufacturer or 
vendor which is imminently danger- 
ous to the life or health of mankind, 
and which is committed in the 
preparation or sale of an article 
intended to preserve, destroy or af- 
fect human life, is actionable by 
third parties who suffer from the 
negligence. 

The second exception is that an 
owner’s act of negligence which 
causes injury to one who is invited 
by him to use his defective ap- 
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pliance upon the owner's premises, 
may form the basis of an action 
against the owner. 

The third exception to the rule 
is that one who sells or delivers an 
article which he knows to be im- 
minently dangerous to life or limb 
to another, without notice of its 
qualities, is liable to any person 
who suffers an injury therefrom, 
which might have been reasonably 
anticipated, whether there were any 
contractual relations between the 
parties or not.” 

Throughout the period from the 
Winterbottom case down to the 
present, the manufacturer has stead- 
fastly maintained that he is only 
the remote maker and not the 
vendor; between him and the in- 
jured parties other persons have 
intervened; the chattel has passed 
from his control and others have 
had it in their possession; the final 
sale, that of the retailer to the ulti- 
mate user, was the real cause of the 
injury. That argument is aimed at 
the causation problem and no long- 
er is accepted by the courts. It is 
now held that the maker’s activity 
in placing the article in the stream 
of commerce—his sale, intended 
eventually to place the chattel in 
the hands of the user—is a sufficient 
contributing factor to justify liability 
on that score. 

While the responsibility of the 
manufacturer for the safety of his 
product has become greater over 
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the years, so, too, have the duties 
of the vendor been multiplied. The 
liability of a seller of goods, wheth- 
er he be the manufacturer or the 
producer of such goods, or a re- 
tailer or other seller, dealing in or 
selling goods manufactured or pro- 
duced by another, for injury sus- 
tained by the buyer because of a 
defect in or the condition of the 
article sold, is well settled. Such 
liability may be predicated upon 
fraud in misrepresenting the char- 
acter of the goods, upon express or 
implied warranty of their quality 
or condition, or upon negligence. 

And, as with goods or products, 
operations or services performed 
may create liability. The general 
rule of law provides that the con- 
tractor is not liable for damages 
even though he was negligent in 
performing his work after that work 
is completed and accepted by the 
purchaser. The exceptions to this 
general rule are few but have far- 
reaching effects. 

One exception to the general rule 
is that if the thing constructed is 
inherently dangerous, the contrac- 
tor may be held liable for the dam- 
ages caused by the dangerous con- 
dition. In this case the thing dealt 
with must be so imminently dan- 
gerous in kind as to imperil the 
life or limb of any person who uses 
it. Under these circumstances, the 
contractor owes a positive duty to 
every person who may lawfully 
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come in contact with such work; 
and the liability of the contractor 
arises out of a public duty to pro- 
tect everyone against certain dis- 
aster which must result if the prop- 
er care is not exercised in the con- 
struction. 

Another exception to the rule is 
found in cases where the contrac- 
tors act may be regarded as an 
implied invitation to third persons 
to come in contact with the de- 
fective construction. In such cases, 
a contractor will be held liable to 
such injured third party. 

A third exception to the general 
rule of non-liability of the contrac- 
tor is found in cases where the 
construction, which has been com- 
pleted by the contractor and ac- 
cepted by the purchaser, consti- 
tutes a nuisance. In such cases the 
duty and responsibility of the con- 
tractor is not confined to the pur- 
chaser, but also to third parties. 
In Schumacher v. Carl G. Neumann 
Dredging and Improvement Com- 
pany (1931) 205 WIS 220, 239 
N.W. 459, the court held a con- 
tractor liable to the plaintiff whose 
wife was drowned in a hole exca- 
vated in a lake about 275 feet from 
the shore and about 400 feet from 
a public bathing beach, stretching 
in front of numerous summer cot- 
tages. In this case the hole was 
considered a nuisance and the con- 
tractor liable. 

The insurance industry has ever 
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been the financial means by which 
an aggressive economy could move 
forward with new products, new 
developments, new ideas. Thus, as 
the legal liability of the manufac- 
turer became ever greater, the call 
for protection was answered in the 
form of Product Liability insurance. 

Product Liability insurance is 
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that sub-line of general liability 
insurance that deals with the lia- 
bility created by launching goods, 
products or services into the stream 
of commerce. As respects goods or 
products, one usually refers to the 
coverage as “Products Liability”; as 
respects services or operations, as 
“Completed Operations.” 
Coverage for the products haz- 
ard may be afforded either under 
a schedule form policy, or a com- 
prehensive form. In either case the 
coverage is the same. Without 
reciting the insuring agreement ver- 
batim, it is well to highlight certain 
important provisions. Briefly, prod- 
ucts insurance covers the legal 
liability of the insured for accidents 
arising out of: 
1. Goods or products which 
are 
2. Manufactured, sold, 
handled or distributed by the 
named insured or by others trad- 
ing under his name, if 
3. The accident occurs after 
possession of such goods or prod- 
ucts has been relinquished to 
others, and 
4. If such accident occurs 
away from premises owned, 
rented or controlled by the named 
insured, or 
5. On premises in those cases 
where the classification phrase- 
ology applicable to Premises- 
Operations excludes the products 
hazard. 
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In addition to the above im- 
portant points, the definition of 
products hazard includes within the 
scope of coverage any container of 
the goods or products, other than 
a vehicle, but exeludes any vending 
machine or any other property 
rented to or located for the use of 
others but not sold. 

Completed Operations is defined 
as: 

1. Operations, if the accident 
occurs after such operations have 
been completed or abandoned, 
and 

2. Occurs away from premises 
owned, rented or controlled by 
the named insured; and provides 

8. Operations shall not be 
deemed incomplete because im- 
properly or defectively _per- 
formed, or 

4. Because further operations 
may be required pursuant to an 
agreement; and provided further 
that the following shall not be 
deemed to be “operations” within 
the meaning of this definition: 

a) Pick up or delivery, except 
from or onto a railroad 
car. 

b) The maintenance of vehi- 
cles owned or used by or 
in behalf of the insured. 

c) The existence of tools, un- 
installed equipment and 
abandoned or unused ma- 

terials, and 
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One problem ... knowing operations changes by small aircraft parts makers 


d) Operations for which the 
classification stated in the 
Premises-Operations por- 
tion of the policy specifi- 
cally includes completed 
operations. 

The products hazard is subject to 
the usual policy exclusions, includ- 
ing the Workmen’s Compensation 
exclusion, the Care, Custody or 
Control exclusion, and the Contrac- 


tual exclusion. However, even 
though contractual in legal nature, 
a warranty of goods or products is 
considered within the scope of 
product insurance. Additionally, no 
insurance is afforded with respect 
to injury to or destruction of the 
actual goods or products out of 
which an accident may arise. For 
example, if a bottle of soda sold by 
the maker explodes causing injury 
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to a third party, any liability for 
that injury would be covered under 
the product hazard but with no duty 
to replace the destroyed product— 
the bottle of soda—out of which the 
accident arose. 

The Defense Insuring Agree- 
ment of the policy is of paramount 
importance to any policyholder, 
agreeing as it does to provide legal 
defense of claims even though such 
claims may be false or fraudulent. 
For most risks the premium for the 
product hazard is much less than 
the insured would be required to 
pay as a legal retainer to an attor- 
ney to protect his interests during 
the policy term. 


LARGE PROBLEMS 


The Product Liability under- 
writer today faces problems which 
are of far greater magnitude than 
they were 15 years ago. Coverage 
has been broadened considerably, 
not so much in the policy contract 
itself, but by virtue of the increas- 
ing tendency toward legislative de- 
cisions by our judicial bodies. Ques- 
tions of fact are today submitted to 
juries where 15 years ago they 
would have been disallowed. And 
juries are substantially more gener- 
ous today than in years gone by. 
Additionally, a larger number of 
risks today carry products liability 
and this is well known to the legal 
fraternity. Thus, as with automo- 
bile coverage, there are an increas- 





ing number of product liability 
suits. 

Some of the additional problems 
confronting the underwriter today 
are: 

1. The increasing tendency for 
small businesses to supply aircraft 
industry with integral parts of air- 
craft, and the difficulty in remain- 
ing informed of changes in the 
operations of such businesses and 
their output. 

2. The pressure for the use of 
products insurance to cover the 
risk of doing business. Losses which 
are not accidental in nature but 
which stem from the competitive 
advertising enthusiasm of the in- 
dustry insured are not properly a 
subject of products insurance pro- 
tection. 

3. The difficulty in obtaining, 
and particularly in maintaining, an 
adequate rate structure on large 
non-frequency classes. Several years 
of clear experience invariably re- 
sults in pressure for premium 
reduction, despite the inevitable 
shock loss lurking in the back- 
ground. 

4. The inadequacy of the prod- 
ucts rate manual. The countless 
variations in risks with their endless 
flow of new products do not lend 
themselves to orderly classification 
treatment. The limited experience 
developed for an individual class 
precludes the credibility necessary 
for sound ratemaking. Thus, under- 
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writing judgment must play an im- 
portant role in determining the pre- 
mium for much of the products 
business. 

Despite these and other prob- 
lems, the product line is an attrac- 
tive one to the underwriter. It stim- 
ulates his imagination by requiring 
the exercise of his judgment and 
initiative. The underwriting results, 
based in part on his own ratemak- 
ing, enable him to check his judg- 
ment. Additionally, the products 
line rounds out the insurance pic- 
ture and lessens the need for argu- 
ment in the twilight zone of cov- 
erages. There are some lines dif_i- 
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cult to underwrite; there are a few 
which must be written by surplus 
lines pools, but in general, given 
adequate information, there are 
few risks that an underwriter is not 
able to handle. 

The law, following social trends, 
has created a vast market for the 
sale of product liability insurance. 
The insurance industry has made 
available a broad form of coverage 
at remarkably low rates. There is 
no risk that does not need the pro- 
tection. It is the responsibility of 
the producer to acquaint all risks— 
the large and the small—with the 
need for the cover. 


—S 
opyright 1958 Cartoons-of-the-Month 
“Well, I certainly didn’t make all those mistakes! There must be a short 
circuit in the electric typewriter!” 
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This feature is prepared for Journat by Research Dept. of Association 


ECEssION: Even if the present economic downturn is prolonged beyond 
the present predicted business revival of late 1958 or even early 1959, 
the casualty-property segment of the insurance industry should feel rela- 
tively little of the adverse effects. In fact, the tremendous growth and 
growth potential of the business, evidenced in the postwar period, may 
provide an additional built-in stabilizer in times of prolonged recession. 
In past periods of economic downturn the insurance industry has exhi- 
bited remarkable stability: 


¢ 1929-1933—Although national income originating  '°*ESorEMPLOYMEN 
in the insurance industry (life, property and casualty) ~~aaeeneeall 
fell absolutely it did so to a much smaller degree than svwwee INSURANCE AGENCIES 
all other private industry. In fact during this period the 

share of national income originating in the insurance 

industry rose by about 50% while shares of employ- 

ment and compensation to employees rose similarly. "°°? °€PREssion_ 929-00 
However, premium dollar volume of stock fire and — 
casualty companies declined 35% from a level of $1.8 
billion in 1929 to approximately $1.2 billion in 1933. 
A comparison of employment levels for all industries 
and insurance reflects the relative stability of the 
industry during this period: 


80 





1929 1933 Decrease 


(thousands) 70 
All Industries, Total. ..... $5,896 27,681 23% 
Insurance Carriers ....... 358 341 5% 
Insurance Agents & Com- 
bination  aeere 120 112 7% 


source: U.S. Department of Commerce 
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¢ 1938, 1949 and 1954—The severe but short lived 
recession of 1938 well demonstrated the cyclical sta- 
bility of the insurance industry. National income orig- 
inating from all private industry declined over 8% while 
national income originating from the insurance industry 
increased absolutely during the same period. While 
overall employment declined by over 1.5 million from 
1937-1938, increases in employment for insurance 
carriers and agencies were recorded, although from 
1937 through 1938 stock, fire and casualty premium 
volume fell about 4% but in 1939 the premium volume 
again reached the level of 1937. 

During the recessions of 1949 and 1954 this same 
stability was amply demonstrated. From 1948 through 
1949, premium volumes for stock companies rose 8%. 
Similar experience is noted in the 1954 recession. 

Employment statistics, perhaps the best overall 
measure of economic activity indicates that the cur- 
rent recession is more severe than any in the post 
World War II period. Durable goods manufacturing 
at last report had a jobless rate of nearly 12% (in 
January 1958 the rate was 4.5%). Within the hard 
goods sector of the economy some rates are noticeably 
higher than the over-all 12% referred to above. The 
latest statistical measure of unemployed in the finance 
and insurance segment of the economy shows only a 
2% jobless rate. Unemployment for casualty-property 
insurance as a direct result of the business downturn 
has been negligible so far. 


Current Literature 


The Nature and Significance of Insurance Principles by Irving Pfeffer. 
Reprinted from The Annals by the Society of Chartered Property and 
Casualty Underwriters. Philadelphia, Pa., 18 pp. 

Insurance principles yield the most efficient set of rules of action possible 
with a given state of knowledge, but unfortunately there is little compre- 
hension of the nature and significance of such principles, according to the 
author. The scientific approach to insurance takes precedence over the art 
form although the latter cannot be completely ignored. The writer con- 
cluded that a unified theory of insurance is an eventual must. 
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An Inland Marine “Survival Kit” 


HE sound of the third long 

wail on the warning siren con- 
vinced me that I was arriving in 
Midfork simultaneously with a 
practice “Survival Alert.” Spying 
the office of our only agent in this 
typical town of 3,800 people, I 
pulled my company car into a 
nearby parking space, grabbed my 
briefcase, and, obeying the instruc- 
tions of the Air Raid Warden, 
ducked into our agent's office. I 
was greeted by a most unusual 
sight. Don Mason, my agent, and 
Mrs. Dixon, his gal Friday, were 
each wearing some sort of mask 
and were reading instructions that 
apparently were enclosed with the 
masks. 

“Come in and help yourself to a 
mask, Tom,” grunted Don through 
his mask. “We're having an all-out 
‘Survival Test’ in Midfork today 
and I wouldn’t want to see you 
become a casualty.” 

“What new prohibited list have 
they given you?” Don croaked, ap- 





By H. JOHN BADENHOOP 








parently still unable to adjust his 
mask, “Or are they going to mail 
them out to us like one or two 
others did?” joined Mrs. Dixon, 
finally breaking her silence. 

Here again was the familiar 
story that I had been hearing for 
weeks from most of my agents. 
Their companies had decided to 
take remedial action because of 
losses. They had decided that the 
situation warranted all sorts of un- 
derwriting restrictions and had 
even defined these restrictions with 
rather long lists of prohibited 
classes. Apparently in some cases 
their presidents had written long, 
heart-to-heart letters pointing out 
many symptoms of the problem. 
Underwriting officers had followed 
with more severe restrictions. 

Simultaneously there occurred a 
flashback in my mind of the previ- 
ous week’s visit to the Home Office 
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of the Old Line Fire and Marine. 
Sure, we fieldmen were given the 
big picture, too. Our company 
fared little better than the average. 
But, throughout the week we heard 
this theme, “Get all of the good 
classes of business that you can.” 

Our Marketing and Sales De- 
partment had studied the trends, 
both as to loss ratio and recent rate 
increases, of practically every major 
and minor class of business we 
write in each department. They 
had printed lists of the desirable 
classes of business showing loss 
ratio and other factors, and had 
distributed these to us. Their 
thought here was that we should 
ask for specific classes when we 
ask for new business. Then, to help 
us in our contact work with agents, 
they had prepared an interesting 
production kit for each major un- 
derwriting department — Marine, 
Fire, Bond, Auto, Casualty, and 
Accident and Sickness. 

“What did you find out from 
the Home Office boys this time, 
Tom Jackson, that we don’t already 
know about?” asked Don. “I sup- 
pose you learned that the agency 
system and the agency companies 
were faced with a Survival Test 
too?” 

“I found out that we're going to 
have to get out and sell, and the 
Old Line is after business. We're 
going to give you the tools and the 
know-how to produce the business 


AN INLAND MARINE “SURVIVAL KIT” 





55 


that will help you balance your 
agency production.” 

Mrs. Dixon and Don had re- 
turned to normal by now and were 
ready for anything. I pointed to 
the Inland Marine Kit as I began 
my pitch. “Many agents in small 
towns like Midfork fool themselves 
by thinking they don’t have Inland 
Marine prospects,” I began. “But 
some of them have learned that In- 
land Marine lines are the easiest 
door opener to a new account. 
When the prospect sees the tailor- 
made policy that fits his needs, 
he’s more likely to turn over his 
entire insurance program to that 
agent that pointed out the use of 
the Inland Marine policy.” 

“Seems to me that I read some- 
where that a well balanced agency 
should expect to write 15 percent 
of its over-all volume in Inland 
Marine without any difficulty,” 
said Don. “Why do you suppose 
some are missing the boat?” 

“That’s hard to answer, Don, 
unless possibly they've been too 
busy with all the changes in the 
other lines. It would seem, though, 
that you shouldn’t handle an ac- 
count without soliciting the Inland 
Marine coverages. You should get 
them, too, since usually the other 
agents haven't pointed them out. 
To me it’s a sure way of keeping 
out the direct writers. Most Inland 
Marine lines are service type pol- 
icies, and the direct writers don’t 
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seem to go for them as readily.” 

I opened the kit to the first sec- 
tion which was marked “Accounts 
Receivable Insurance” and handed 
Don and Mrs. Dixon a specimen 
of the form, the rating formula, an 
advertising brochure, and a proven 
sales approach. That “newfangled” 
department hadn’t missed a trick. 

“Here is one of the most profit- 
able classes of business we have on 
the books,” I continued, “and yet 
many agents seldom attempt to sell 
it even though they are handling 
the rest of a client’s business. The 
rating formula is very simple, since 
we merely begin with the fire con- 
tents rate and apply credits to it. 
The ultimate rate is usually so low 
that frequently the assured can’t 
afford to turn it down. The cover- 
age is all-risk with a few simple 
exclusions, and the loss adjustment 
procedure is clearly described in 
the form step by step. When you 
consider that an accounts receiva- 
ble loss could be much more seri- 
ous than, say, a plate glass loss, 
don’t you wonder what one of your 
clients might say if a competitor 
of yours presented an Accounts 
Receivable proposal to him provid- 
ing $20,000 all-risk coverage for 
only $25 a year?” 

I could see that a point had been 
made, and tactfully moved to the 
next section of the kit. The next 
title that greeted our eyes was 
“Fine Arts.” 
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“Now, what do you suppose any- 
one in Midfork would want with a 
Fine Arts policy?” asked Don, de- 
ciding tu be a little on the de- 
fensive. 


Fine ARTs 

“Well,” I said, “most people 
think of paintings when they think 
of Fine Arts insurance, and they're 
right to a certain extent. Fine Arts 
insurance also includes works of 
art such as valuable rugs, antique 
furniture, rare books, antique sil- 
ver, manuscripts, rare glass and 
bric-a-brac.” Pointing to the copy 
of the policy form, I continued. 
“The coverages are very simple to 
explain since the policy is all-risk 
with a few exclusions. There is a 
breakage exclusion, but it can be 
deleted for a minor additional 
charge. The rating is also rather 
simple. In most areas we take 75% 
of the dwelling fire contents rate 
and add a loading of 4¢. If the 
policy amount is over $10,000, our 
loading is graduated downward. If 
there are any fragile articles sub- 
ject to breakage, we add 15¢ more 
to delete the breakage exclusion. 
Finally, we increase the rate by 
20% and there we have it—the Fine 
Arts rate.” 

“Is much of this sold, Tom?” 
Don asked. 

“You know, it’s surprising how 
much has been sold since the 
Homeowners became so popular. 
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Many agents are selling Homeown- 
ers A and B and scheduling as 
much of the eligible property as 
possible on a Fine Arts rider, 
thereby giving all-risk coverage on 
the really valuable personal prop- 
erty, and the advantage to the in- 
sured is twofold. He gets top-grade 
coverage at economy prices, and 
doesn’t have a deductible on his 
personal property.” 

“Sounds like a good way to 
beat your competition,” volunteered 
Mrs. Dixon. 

“It is. But the best business 
getter for a small town agent seems 
to be the most overlooked.” 

“What’s that, Tom?” asked Don, 
warming up a little. 

“Art Glass Windows,” I said, 
pointing to the section of the ex- 
planatory brochure in my kit. 
“Every small town has at least one 
church, and most of those churches 
have some beautiful stained glass 
windows. We can give all-risk cov- 
erage on these lovely windows at 
rates hardly higher than the build- 
ing fire rate. To begin with, we 
delete the breakage exclusion free 
of charge. Next, we take the 100% 
coinsurance building fire rate and 
add the 4¢ loading. If the values 
are over $10,000 the loading is 
less. Then we increase the rate by 
20%. That’s all there is to it!” 

“Mrs. Dixon, you’d better make 
a note to get out the file on our 
church so we can take care of this 
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right away,” said Don, glancing up 
for a moment. “This doesn’t apply 
to Midfork, but I notice that the 
agents in certain seacoast counties 
have to add an additional wind- 
storm or extended coverage rate,” 
he added. 

Things are progressing nicely as 
we turned to “Equipment Dealers” 
in our kit. 
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“I tried to sell an Equipment 
Dealers policy to our farm imple- 
ment dealer but it didn’t cover 
furniture, fixtures, tools, and im- 
provements and betterments so he 
wouldn’t buy it,” said Don, notic- 
ing the material I was taking out 
of the section marked “Equipment 
Dealers.” 

“Good thing you mentioned that, 
Don, because the form has been 
changed in most states to include 
that property as well as stock and 
parts.” Don was becoming more 
attentive. “We should try another 
proposal on that dealer and besides 
telling him of this new change, we 
should also point out how we cover 
all risks, both inside and outside 
his building, and even at unspeci- 
fied locations. Another point fre- 
quently missed is that we cover 
the insured property in transit 
against all risks.” 

“By golly, I hadn't thought of 
that before!” said Don, “and you 
can’t usually get a small truck 
cargo policy with all risk without 
paying a high rate.” 

Turning to the next section of 
the kit, “First Class Mail and Reg- 
istered Mail,” I started right in 
before either Mrs. Dixon or Don 
could say a word. “Here are two 
more desirable classes of business 
overlooked too frequently. Even in 
our smallest towns, we usually find 
a bank, and many of them are 
without either Registered Mail or 
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First Class Mail insurance cover- 
age. Since the Post Office recently 
increased their rates on registered 
mail, most banks cannot afford not 
to consider a First Class Mail pro- 
posal. If you have the bank’s in- 
surance, you'd better tell them 
about these two policies right away. 

Turning to the next section, 
“Physicians and Surgeons Equip- 
ment,” I noticed that my audience 
was right with me. A very pleasant 
situation! 

“All small towns have at least 
one doctor and he probably has 
some pretty valuable equipment in 
his office and in his bag that he 
carries with him. Doctors don’t like 
to be confused with complicated 
groups of policies when they know 
they can get one all-risk policy that 
will cover their furniture, fixtures, 
equipment, instruments, materials 
and supplies. They will be espe- 
cially pleased with this policy 
when they find out how reasonable 
it is. To find the rate for the prop- 
erty kept in the office, we take the 
80% co-insurance fire contents rate 
and add 50¢ to it for the first 
$2,500. For the next $7,500 the 
loading is 30¢ and for the excess 
over $10,000 the loading is only 
20¢. If there is to be no coverage 
at his office, the rate for the cov- 
erage on the little black bag and 
its contents is 2% for the first 
$1,000 and 1% for the excess. An 
easy form to learn,” I said pointing 
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The Equipment Dealers policy has been broadened in most states . . . 


to the simple exclusions, and then 
pointing to the sales brochure, I 
added, “And an easy rating system 
for quick quotes.” 

“T notice that this is a new rating 
formula, Mr. Jackson,” offered Mrs. 
Dixon. “How come?” 

“We weren't able to compete 
with separate fire and burglary pol- 
icies when the doctor was in a 
lower fire rates building before. 





But this new rate is realistic and 
should really please a lot of doc- 
tors.” 

“I’m making a note, Mr. Mason,” 
Mrs. Dixon said quickly. 

Turning to the next section of 
the kit, “Valuable Papers,” I won- 
dered whether my audience was 
tiring, but they both seemed very 
much interested. 

“Many smal] businesses are po- 
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tential customers for a Valuable 
Papers policy. The lawyer across 
the street, the abstractor next door, 
even the accountant who keeps 
books for you and a lot of the 
merchants in town. This is an all- 
risk policy that covers either a spe- 
cifically scheduled irreplaceable 
item or the cost to reproduce val- 
uable records. When a surveying 
firm in Metropolis realized how 
much it cost in time and labor to 
prepare one field book, they bought 
a Valuable Papers policy pronto. 
The same goes for the lawyer, ab- 
stractor, accountant, and the mort- 
gage department at the bank. The 
rating is about as simple as the Ac- 
counts Receivable policy formula.” 

This seemed to be acceptable to 
Don and Mrs. Dixon, and I no- 
ticed Don making a few notes of 
his own. I turned to the next sec- 
tion which was “Bailees Custom- 
ers.” 

“We need to go into detail on 
this one. We can walk up and 
down Main Street and find many 
prospects. In fact, any business 
that takes property of others and 
holds it for the purpose of per- 
forming a service or for storage is 
a prospect. We can write either an 
all-risk or named perils policy, de- 
pending on the needs and the 
desirability of the broader cover- 
age. If we know the fire contents 
rate, the values handled and the 
turnover, plus the number of vehi- 





cles used in the business, we can 
usually come up with a quotation. 
We can quote on a flat premium 
or monthly reporting basis.” Then 
I added, “Some of our fieldmen 
put on a drive for this business in 
the Southwest, I believe, and our 
agents sold a lot of these policies. 
They said that after the insureds 
had the policy explained to them, 
they weren’t satisfied with separate 
policies for fire, extended coverage, 
burglary and truck cargo. 

I turned to the next section 
labeled “Installation Floaters.” This 
had been another large premium 
producer for most Inland Marine 
companies and their past five year 
loss ratio was 37%. I recalled an 
experience of another agent of our 
company in my territory that I 
thought would illustrate the Instal- 
lation Floater well. 

“Midfork and most small towns 
have an unlimited market for In- 
stallation Floaters. For example, 
Bob Lee, our agent in Sharpsburg, 
and I called on a manufacturer of 
concrete products a few weeks ago 
and developed the fact that he was 
having a large piece of new ma- 
chinery, vital in the over-all opera- 
tion, shipped to his plant on two 
trailer trucks. The machinery had 
been specially made and would re- 
quire several months to rebuild. If 
either or both of the trucks should 
become involved in an accident, or 
if the machinery was damaged 
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after arrival and during testing, be- 
fore acceptance, Mr. Manufacturer 
would suffer a tremendous loss of 
mceome over and above the prop- 
erty loss. His agent had not pointed 
out these possibilities and he had 
not considered them either. When 
our agent mentioned his exposure 
and I described the relatively in- 
expensive all-risk Installation Float- 
er we could give him that day, he 
gave our agent the business and 
asked him to survey his entire ac- 
count. That call we made resulted 
in $6,300 in new premiums for us.” 

“That’s terrific for a manufactur- 
er,” said Don. “But how about the 
little fellows, Tom? What about a 
policy like that to protect the sub- 
contractors?” 

“Exactly what I hoped you'd 
ask, Don. Too often we've only 
considered the Installation Floater 
in connection with larger risks. Our 
Home Office wants us to ‘stress its 
importance in connection with all 
of the smaller sub-contractors who 
perform service of various types. 
For example, the plumbing and 
heating contractor, the electrical 
contractor, the air conditioning 
contractor, and any other businesses 
that do installation work need pro- 
tection on their interest in property 
that is being installed for their 
customers. 

“Is it an all-risk policy, too, Mr. 
Jackson?” asked Mrs. Dixon. 

“The Installation Floater is usu- 


ally an all-risk policy covering that 
property while in transit and dur- 
ing installation and until accepted 
by the customer,” I replied. “The 
company rates the policy based on 
average fire contents rates at typi- 
cal installation locations plus a 
loading to reflect the additional 
hazards. Why, with the excellent 
experience during the past five 
years, most companies should be 
very grateful to write all of this 
class they can get. I know ours 
will.” 

“You know, Tom,” he said, “if 
the companies and agents were to 
really make a drive for those profit- 
able classes that you pointed out 
today, their chances for survival 
during these trying times might be 
much better. I think most agents 
would welcome some direction of 
their sales efforts. I'd like to have 
one of those kits for each depart- 
ment of the company and I’m sure 
they'll help me put quite a bit of 
new business on the books that 
will make both of us—your com- 
pany and my agency—very happy.” 

“You know, Tom,” said Don, 
lighting a cigar of his favorite 
brand, “your kits remind me of our 
Air Raid Alert kit that we used 
earlier this morning. Then we were 
practicing, but with our business 
it’s the real thing. I think I'll call 
my Inland Marine Kit our Business 
Survival Kit.” 











. .. AUTOMOBILE 
Official Comfort. A Rochester man who 
was struck by a hit-and-run driver, 
climbed into his car, chased the as- 
sailant through traffic for 30 minutes, 
helped a policeman catch the offender, 
then climbed into an ambulance to lay 
down for the trip to the hospital . . . 
Suspicions Confirmed. en police 
asked the occupation of a Winnipeg 
man convicted of driving his car with 
faulty brakes, defective lights and a 
clutch held together with a rubber 
band, he answered: “I’m a mechanic.” 


... BURGLARY AND THEFT 
Some Switch! In Ogden, Utah, police 
investigated a theft from the Union 
Pacific yards, tracked down and ar- 
rested two men and accused them of 
making off with a 116-ton heavy-duty 
switch engine . . . Private Cache. In 
Laurens, Iowa, thieves smashed open 
the high school safe, took $600 in cash, 
left another $115 in envelope marked: 
“This belongs to Mrs. Workman— 


Hands Off” . . . Mom’s Helper. A 
Fresno, Cal., woman, mother of six, 
explained to police that she taught her 
10-year-old son to steal money for 
everyday needs because if she did it 
herself, she might end up in jail, then 
there would be no one to look after 
the children. 


... Fme 
Sleepy South. After a Columbia, S. C., 
girl turned in a false alarm, she was 
fined $25.50 despite her explanation: 
she couldn’t wake her boy friend up, 
“so I decided to let the fire department 
do it” . . . Canceled. A village post- 
master in Japan, short of government 
funds and faced with a visit by inspec- 
tors, burned down the post office. 


. .. UNCLASSIFIED 
Some Benders. A London bank pub- 
lished a survey on fate of 100,000 
paper clips. Only one-fifth served their 
proper function. 14,163 were twisted 
and broken during telephone conver- 
sations, 19,413 were used as card game 
stakes; 7,200 became makeshift hooks 
for underwear by women; 5,434 were 
converted to toothpicks; 5,308 were 
used as nail cleaners, 3,916 became 
pipe cleaners and the balance were 
dropped on the floor and swept away 
or swallowed by children. 
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